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in 1902 The Financial World was established to diffuse the truth about investments, has constantly maintained this atti- of Circulations 
tude, and will continue to do so, confident in its belief that as long as ti clings bo thts ideal sf cam count upon the 
support of the investing public. 
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The Coming 


Issue: 


Tuer NRA is dead. And with its 
passing will come realignments in in- 
dustry, in corporate earnings and in 
the market positions of individual 
securities. The material gathered by 
THE FINANCIAL WORLD in a recent 
survey of NRA’s cost to leading cor- 
porations furnishes the basis for a 
coming discussion of this highly im- 
portant aspect of the current situa- 
tion. This should be of particular 
value in helping shape future invest- 
ment policies. 


Atrnovucs the Patman bonus bill 
with its greenback provisions is not 
likely to reappear at the present ses- 
sion of Congress, nullification of the 
Frazier-Lemke mortgage act was 
quickly followed by the formulation 
of plans to introduce a bill (by the 
same authors) providing for the re- 
financing of farm mortgages by the 
issuance of $3 billions of greenbacks. 
Thus the fiat money threat has by 
no means disappeared, and no in- 
vestor can afford to miss the analysis 
of the effects of greenbacks on busi- 
ness and investments. 


Srocxs available at only ten times 
their 1934 earnings, and displaying 
a vigorous upward earnings trend, 
are not very numerous at the present 
time. Nevertheless, one such issue 
(of a 53-year old company) is listed 
on the New York Stock Exchange, 
where it is selling for around $10 a 
share. Earnings for the first quarter 
of this year were exactly double 
those for the same period of 1934. 
Sixty per cent of total current assets 
consisted of inventories, the whole- 
sale market prices of which have re- 
cently been advancing. 
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eveloping the 
mall Communities 


O BRING toa community a more reliable electric service is a distinct contri- 
bution to its betterment. ‘lo bring to a community unsurpassed electric service 
where no electric service before existed is to establish a vitalizing force which, when multi- 


plied almost two thousand fold, counts mightily in the national well being. 


The history of the Electric Bond and Share Group is the history of the continuous extension 
of modern electric and gas service at lower and lower rates to small communities and rural 
areas not theretofore served, or only inadequately served. Large modern generating plants and 


interconnecting transmission lines have made this possible. 


The holding companies associated with Electric Bond and Share Company have continually 
aided and encouraged their operating subsidiaries to extend the advantages of adequate, efh- 
cient electric service to small communities and rural areas—as well as to the larger cities served 


by these subsidiaries. 


The operating subsidiaries in these groups have been supplied with ample financial resources 


and the benefit of years of experience and study in the construction and operation of utilities. 


As a result, electric or gas service, or both, have been widely extended in the territories served 
by the subsidiaries of the domestic holding companies associated with Electric Bond and Share 
Company. 


The history of rates in these territories has been one of downward revision. Customer savings 
through these reductions, during the past six years alone, aggregate above $64,000,000—stimu- 
lating the more extended use of appliances and enabling aggressive merchandising activities 


with highly progressive results. 


Of the 1833 communities which never had electric service until brought to them by com- 
panies of the Electric Bond and Share Group, 97.9% have populations of less than 1000. 


Electric Bond and Share 
Company 
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Don’t Put Out This Light 


By Louis GUENTHER 
Ax INDUSTRY that can be- Publisher, THE FINANCIAL WoRLD about $2.79, or approximately 


come a vital part of human life a 9 cents a day, and the indus- 
must be essentially sound at its try touches the daily life of our 
| roots and find nourishment in fertile soil. In this 125 million population through the 25 million 
| well defined frame the public utility industry fits customers it directly serves in every city and 
snugly. most of the rural sections of the country. 
| Yet, despite this fundamental position it has Politicians clamor most about the high cost to 
| become the target for blind and prejudiced political residential consumers. Let us see how much truth 
_ onslaught. If politicians had their way they would there is in this claim. The average cost of house- 
| embark on the dangerous experiment of social- hold electricity per kilowatt-hour has receded from 
| jzing the utility industry—which could only end in 25 cents in 1882 to 5.3 cents in 1934 and is under- 
' destroying the $13.7 billion stake of 10,000,000 going continuous reduction as fast as output and 
| investors. more economical operation can lower it. Compare 
| Governments have never succeeded in running this yardstick of charges with those demanded for - 
| private industry successfully. Political bureau- coal, steam and kerosene, and the claim of over- 
cracy has invariably ended in disaster—a proof of charging becomes the more ridiculous. For in- 
which is apparent from the results of an over- stance, the current to percolate four cups of 
commissioned railroad control. coffee for five breakfasts (20 cups in all) costs 
It is conceded that abuses have crept into the no more than the price of one daily newspaper. 


utility industry but that 
could be said for every im- 
portant industry. That is 
the penalty of rapid growth. 
In this respect the develop- 
ment copies nature. But no 
horticulturist would think 
of tearing up the roots of a 
tree in order to get rid of a 
fungous growth. That would 
mean the tree’s extinction. 
But by some strange mental 
processes our politicians 
think that in order to attain 
perfection in our utility 
operations, the tree must 
be uprooted and then be 
transplanted — perhaps in 
some Utopian soil. 


A NOTHER pertinent fact 
to which the politicians have 
devoted little attention and 
thereby have succeeded in 
camouflaging the vital im- 
portance of a healthy and 
virile industry is the contri- 
bution of the utility indus- 
try to the nation’s pros- | 
perity. On new construc- | 
tion alone it has spent in the 
period of seven years—1928 
to 1934—more than $3.2 bil- 
lions. And new construction 
conceivably would recur 
if the companies could only 
be halfway satisfied that 
their rate structures are not 
to be undermined by political 
agitation. 

The utility industry is an 
important light. It has 
suffused the nation with the 


F ORTUNATELY, evidence 
is accumulating that the 
public is starting to revolt 
against unjustified political 


attacks on the utility indus- warmth of progress; it has 
try. True, the public desires abuses corrected provided a source of honestly earned income to 
but it wants it neither overcontrolled, over- millions of our investors; it has been the one 
commissioned, nor made the play toy of Federal major industry that has stood up like an oak 
partisanship or bureaucratic management. People against the fiercest storm of depression the 
are beginning to realize that if such a course is country has had to withstand. In 1930, when 
pursued it would finally result in extinguishing all other industries retrenched, the utilities con- 
the light of the one industry that in the last tinued to maintain their construction budgets in 
| thirty years has contributed more in wealth, response to urgent appeals from the Administra- 
more in comforts of living, and more to automatic tion in Washington, 


industrial operations, than any other single force. 


The public does not want this light put out. N 
Only the extremist does. He is the minority; OW, when we are finding our way out of 
though like the albino frog he is making the economic maladjustment, the one sturdy prop of 
loudest noise, our national solvency is subjected to vicious and 
If the average person could go back to the time malicious attack—attack which in eliminating 
before electricity became a source of power and abuses will also eliminate the industry as a private 
light he would be startled by his costs for such and going concern. Surely, that is the last thing 
facilities in comparison to the present monthly we want to do at present, or at any other time. 
charge for these conveniences, That average bill is We do not want to put out this light. 
| 
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SERVANT 


GREAT STATE 


Soon the Public Service enterprise will start its thirty-third 


During the past thirty-two years it has been the constant 


a better place in which to live.” 


Thomas N. McCarter, thirty-two years president of the 


facts should be of interest. 


During these thirty-two years Public Service has expended 


It has increased its number 
of electric meters in service 
from 18,262 to 947,159. 


It has increased its number 
of gas customers, represented 
by meters, by more than 
three times. 


And since 1904, the first 


full year of operation: 


It has largely increased the 
volume of its annual passen- 
ger traffic. 


It has increased the volume 
of its annual electric sales by 
approximately forty times. 


It has increased its volume 
of gas sales by nearly four 
times. 


It has built an annual gas 
industrial load prac- 
tically nothing to one which 


year as the public servant of the great State of New Jersey. 


aim of those identified with the electric, gas and transportation 
endeavors to work to the goal that Public Service set for itself 
in 1903—*To develop the State of New Jersey and to make it 


Public Service enterprise, has frequently pointed out that the 
erowth and development of Public Service reflects in marked 
degree the progréss of New Jersey itself, and that the additions 
to Public Service facilities are, in fact, additions to the state’s 
resources from which all of its citizens, directly or indirectly, 


benefit. A brief statement of a few outstanding Public Service 


several hundred million dollars in improving and extending its 
electric, gas and transportation facilities. 


represents more than 2,559,- 
000,000 cubic feet and _ its 
electric sales for power pur- 
poses now amount to ap- 
proximately one billion kilo- 
watt-hours per annum. 


Taxes levied against Public 
Service by the various gov- 
ernmental bodies were over 


$223.000.000. 


It has increased its reve- 
nues many times over 
though it has reduced 
electric rates 


al- 
its 
eleven times 
since December 1922, repre- 
senting a total estimated an- 
nual reduction in revenue of 
over $9,000,000. 


It was serving 115 munici- 
palities in 1903. It now serves 
415 with a population of 
nearly four million people. 


Dividends Declared 


Gen. 


Gorham Mig.. 
Greene Cananea Cupper....... 50c 
Hollinger Cons. G be 
Houdaille-Hershey A... .....62)4e 


Regular 

Pe- 
Company Rate riod 
Amer. Bank Note pf..... 
Amer. Home Products......... 20¢ M 
Babcock & Wilcox............ is... 
Beech-Nut Packing............ 75e Q 
Bell Tel. of Canada.......... $1.50 Q 
Bloomingdale Bros............. 10e Q 
Q 
Bridgeport Brass.............. 1 Q 
Briggs Q 
Cont’! Diamond Fibre........... 
Crowell Publishing............. 25¢ Q 
Devoe & Raynolds, A........... 25e¢ Q 
Gen. Amer. Transp... 
General Electric............... Q 
General Mills pf............. $1.50 Q 
Q 

Q 

Q 

Q 

Q 

Q 

Q 

Q 

Q 

Q 


Illinois Bell Tel...... J 
Jones (J. E.) R. Tr. Ser. AC 
$3.58 


Do Ser. B part, tr. ctfs .. .$2.80 
Do Ser. C part tr. ctfs $6.44 
Kansas C ‘ity P.& L. $6 pf... .$1.50 
Liggett & Myers Tob pf... ..$1.75 
pf. $1.50 

Mis. Valley Pub. Ser. 7, 
$1.75 
Do 6% pf. B. . $1.50 
Mock, Voehringer. . 
National Lead..............- $1.25 
N. J. Water 7% pf.........- $1.75 
N. Y. Steam 7 $1.75 
Telephone pf... .$1.62 
Now — 25e 
75c 
$1.50 
Pacifie Lighting $6 "keene $1.50 
Penn. Cent. Lt. & Pr. $5 pf... .. $1.25 
Radio Corp. of Am. “pl. A... .871g¢ 
Reading Co. 2d pf............50¢ 


Rubenstein (Helena) $3 pf... ..25¢ 


10¢ 
San Joaquin Lt. & Pr. 

6% pr. p $1.50 
$1.75 
Do 7% pr 5 $1.75 
Do 6% pf. B $1.50 

San Jose Wt. Wks. pf . 


Shattuck (F. G.)...... 
S. Carolina Power pi. 
—_ nn Oil ... 


: LE EES: GE :: 


Q 
Q 
Q 
Q 
1.75 
Stand. Oil "Export $2.50 5S 
Texas Corp.. 
Thatcher Mfg... .25c 
Tide ....ter Asso. Oil 6% pf. “$1.50 Q 
Trico Products. ............. 62!2¢ Q 
Union C: ‘bide & Carbon........ Q 
United Biscuit $1.75 Q 
..15¢ 
U. 8. Industrial Alcohol. . .50e Q 
Wesson Oil & Snowdrift....... 
Wright-Hargreaves............. 10¢ 
Accumulated 
Container Corp. 7% pf. ....... $1.75 
Lehigh Port. Cement 7% pf... .87 oe 
Lexington Water pf.......... $1.75 
Southw. Lt. & Pwr. 6°7 pf... .50¢ 
Tide Water Assoc. Oil pf... .$1.50 
Extra 
Beech-Nut Packing............ 
Pfeiffer Brewing Co.. ......... l5e 
Wesson Oil & 37! 
Wright-Hargreaves..............5¢ 
Fanny Farmer Candy....... .. 
Irregular 
Resumed 
Johns-Manville................ 25e 
Kimberly-Clark ......12%e 


Pay- 
able 
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July 
July 
July 
July 
July 
June 
July 
June 
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Aug. 
June 


* June 


June 
June 
July 


June 29 


May 


May 2: 
May 


July 
June 
June 
July 
July 
July 
July 


June 
July 
June 


June : 


Aug. 
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July 
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Hldrs. of 
Record 
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1 June 4 
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24 June 
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0 June 7 


5 May 31 
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than has the average investor or stock trader. 
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The Market Situation 


NRA decision may have temporarily unsettling effect on business and markets, but 
constitutes a longer term bullish factor of first importance. French crisis may also 
contribute to temporary uncertainty, but implications for the future are favorable. 


TOCK market confusion and uncertainty following 

the history-making Supreme Court decision early 
last week were by no means strange, with the Ad- 
ministration and all of Washington apparently having 
no more definite ideas concerning a new course of action 
Until 
some sort of concrete policy is formulated by the Ad- 
ministration, and the public appr ised thereof, revival 
of market enthusiasm will be difficult. As discussed on 
the following page, the expiration of NRA will have 
varying effects on the individual industries, and this 
alone is sufficient to result in divergent price trends. 


HE decision came at a time when the industrial 

stocks had enjoyed an average rise of around 20 
per cent in a little more than two months, or beginning 
March 15, and from a technical standpoint a temporary 
set-back would hardly have been surprising even in the 
ordinary course of events. Added to the confusion re- 
sulting from the indicated enforced change from New 
Deal policies was the development of the monetary 
crisis in France, apparently bringing nearer the de- 
parture of the franc from the gold standard. As ex- 
plained at numerous times in recent months, this also 
must be regarded as an event which should bring us 
closer to world-wide stability. 


HORT term market predictions are extremely 

hazardous, and no attempt is here made to offer 
one. But it does seem that the investor should 
recognize that the present situation contains important 
factors which may effect a temporary period of stock 
market irregularity. Coming weeks will doubtless see 
adjustments in numerous businesses and further news 
of gold standard defections among the few remaining 
members of the gold bloc. But as a longer term pros- 
pect the general situation now is clarifying and there 
appears no warranty in disposing of stocks of well 
situated companies. On the contrary, advantage can 
well be taken of any temporary periods of lower prices 
to add to one’s holdings of sound issues, continuing to 
give preference to stocks rather than bonds. 


OR months we have possessed all the ingredients— 

except one—for a credit inflation of unparalleled 
proportions. That ingredient has been confidence. With 
private property now assured of its rights, and with 
the heavy hand of bureaucracy now largely removed 
from business, a tremendous improvement in confidence 
seems bound to develop—providing of course that no 
new schemes emanate from Washington in an attempt 
to replace those experiments which last week came to 
an abrupt end. 
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Although invalidation of the NIRA is a 
highly favorable development of longer 
term consideration, the immediate effect is likely to be 
adverse to the current pace of business. As a result 
of NRA numerous industries have enjoyed wider profit 
margins than the economic situation itself might have 
supported during the past two years, and temporarily 
the earnings of companies in those fields may be ad- 
versely affected. Others, which have been severely 
handicapped by the impositions of codes, can hardly 
be expected immediately to rearrange their policies and 
practices and will doubtless continue for a time to 
operate largely along the lines laid down by NRA. 

So far as general business is concerned, the pace 
of trade and industry has of course been slackening in 
recent weeks. The confusion which now exists in 
numerous lines may be expected to accelerate the rate 
of decline until a reappraisal of the situation can be 


Business: 


The Trend Things 


Wage costs of neither the rail- 
roads nor the public utility com. 
panies were significantly affected by NRA, but the 
existence of this same agency did very significantly 
raise the costs of materials and supplies. One utility 
confidentially informed THE FINANCIAL WORLD that 
costs of coal and other materials had risen—as a direct 
result of NRA—by an amount equivalent to more than 
$1 per share of common stock. Similar rise in the 
B. & O.’s costs last year exceeded $1.35 per share, 
Thus, lower operating costs should permit rails and 
utilities to show earnings gains without any benefit 
of higher revenues. 


Rails and Utilities: 


Material costs rose, of course, but 
wage levels already were high and 
will probably not decline. Some changes may result 
in retail distribution, but on the whole the automobile 


Automobiles: 


made. In other words, the immediate effect promises industry is not expected to be affected one way or ; 
to be deflationary. But now it will be possible to lay another. th 
a sound foundation for a resumption of general im- : 
provement—without harassment of bureaucracy and Coal: Expiration June 16 of coal wage agreements i 
without the expedients of artificial props. ——=— transcends in importance the end of NRA. - 
The following paragraphs discuss the importance of Unions have already asked for higher wages, shorter D 
the Court’s decision to some of those industries which hours—operators have been unwilling to accept. New a 
have probably been most affected by the NIRA. legislation of some.sort is expected, and industry con- io 
tinues to occupy a highly uncertain status, heightened , 
Copper: Domestic producers have recently shown by threat of strikes this month. h 
encouraging evidences of voluntary coopera- 
tion, affording basis for belief that surplus (“Blue Fertilizers: Under code-fixed price structure, fertil- ve 
Eagle”) stocks will continue to be held from the mar- ——eee jizer companies for first time in years ‘ 
ket. Domestic 9-cent price is so near the 8.5-cent world were able to show profits. Earnings for fiscal year 
price that no important price adjustments seem in- ending June 30, 1935, should be good, but prospects for 
dicated. Elimination of NRA should have no serious following fiscal year are considerably clouded. 
effect on the industry or its securities. ~ 
Textiles: NRA adversely affected numerous textile na 
Merchandisers: Higher wages and shorter hours mills by increasing wage scales and short- t] 
have cut seriously into earnings of ening hours, but went far toward restoration of profits t] 
most merchandisers. Kroger, for instance, reported for most companies. Situation now is highly confused " 
that wage increases last year cost the equivalent of and continued avoidance of stocks is advisable. g 
$1.80 per share. and long ago Great Atlantic & Pacific H 
put its annual burden under NRA at about $10 millions Steels: Price situation here is now uncertain. Evi- 7 
(or around $5 a share). Inventory costs also rose, —<«e= dence of having approached a seasonal bottom b 
often bringing buyer resistance. For this group of in operations had appeared, but buyer-hesitancy may d 
stocks, last week’s decision should be quite favorable now bring a renewed decline in output. As longer term p 


in the long run—if the business is to revert to its pre- 
code basis. 


Rigid price fixing has characterized the 
liquor industry since the advent of Repeal. 
Elimination of the code will doubtless result in wide 
spread price cutting, temporarily affecting profits. 
Lower prices should stimulate demand, and larger sales 
volume may fully offset decreased profit margins, 


Liquor: 


speculations, steel stocks continue to have much appeal. 


Overproduction has been the great bugaboo 
of the oil industry, and now there seems to be 
sound and workable legislation which, in prohibiting 
interstate shipment of “hot” oil, is effectively con- 
trolling output. Difficulties have existed in retail dis- 
tribution—NRA or no NRA—and may continue. But 
elimination of the NRA is of itself of little significance. 


Oils: 


News Behind 


3 the Ticker 


AST week it was mentioned in these columns that 
the investment trusts were not too well pleased 
with the action of the market in that most of the 
larger funds had scalped profits at lower levels and 
were at odds as to what to do with their large cash 
holdings. The possibilities of these accounts turning 
to the buying side was suggested; thus, when one of 
the leading professional operators decided to take some 
profits immediately preceding the Monday Supreme 
Court meeting, it was discovered that at least two 
investment trusts were among the buyers. The William 
Street house bought more than 10,000 shares of Big 
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Steel over the week-end and on Monday added American 
Locomotive, Crucible Steel and American Steel Foun- 
dries to its portfolio. One of the other accounts bought 
Consolidated Gas, some of the low priced rails and 
Chrysler on Monday. Brokers who noted the orders 
said that neither fund was buying on Tuesday or 
Wednesday. 


S WAS generally expected, the market showed 4a 

rather good resistance to news which would have 

meant a much sharper decline had the technical posi 
(Please turn to page 559) 
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What Investors Should 
Expect Management 


Executives are charged with the solemn responsibility 
of safeguarding property rights of bond and stock- 
holders; Federal program to regulate industry by 


bureaucratic control 


is destructive of democratic 


capitalism and the tenets it implies. 


By WeNDELL L. WILLKIE 
President 
THE COMMONWEALTH & SOUTHERN CORPORATION 


UBLIC utility managements are 

charged with the responsibility 
of protecting the property rights of 
their investors. This obligation is 
paramount to all others and _ its 
courageous discharge is more im- 
portant today than ever before be- 
cause of the increasing socialistic 
clamor to divide up the “other fel- 
low’s wealth” and paralyze the profit 
motive and spirit of enterprise which 
has caused the United States and its 
citizens to become the envy of the 
world, 


Weakness and Guilt 


For several years utility investors, 
as well as utility management, re- 
mained silent while these attacks on 
their property were going on, but 
this passive attitude was evidently 
interpreted by the radical reform 
group as one of weakness and guilt. 
Hence the introduction in Congress 
of the so-called Wheeler-Rayburn 
bill, which provides for the complete 
destruction of utility holding com- 
panies and substitutes therefor .. 


“of men and women. Is 


Federal political bureaucracy to 
direct the major affairs of the 
operating utility companies. 

Best of all—from the radical view- 
point — this assumption of man- 
agerial powers over the billions of 
dollars of more than 5,000,000 in- 
vestors is to be acquired without any 
investment of the Federal Govern- 
ment and without any acknowledg- 
ment by it of any financial 
responsibility for mishaps to the ac- 
cumulated savings of these millions 
it any 
wonder, then, that when this amaz- 
ing situation was discovered utility 
managements immediately revealed 
it to their security holders who 
joined with them in a determined 
effort to protect their property 
rights by having the bill amended 
to prevent any recurrence of the 
evils cited in justification for utility 
regulation? 

‘The obligation to protect in- 
vestors’ property rights is one that 
can be carried out by utility man- 
agements without injury to the wel- 
fare of the consuming public because 


Protecting the Property Rights of Investors Is Paramount 


JUNE 5, 1935 


@Jack Crawford 


Blank €& Stoller 
WENDELL L. WILLKIE 


of the common interest of both in- 
vestors and customers in the suc- 
cessful operation of the business, 

This mutuality of interest 
sometimes is questioned by the un- 
informed on the ground that only 
one party stands to benefit, but the 
same fallacious comment may be 
made about every other line of busi- 
ness where goods and services are 
bought and sold. It implies, for 
example, that every time an auto- 
mobile is sold or a desired service is 
rendered, the buyer does not re- 
ceive equivalent value in exchange 
and that, correspondingly, the in- 
vestor’s gain or rental on his in- 
vested savings is the customer’s 
loss. 

In taking steps to safeguard the 
investor, it does not necessarily fol- 
low that a company must arbitrarily 
resist every effort to change or even 
eliminate established operating or 
financial policies if public opinion 
favors it. And most, if not all the 
utility companies, either have elimi- 
nated or have stated their willing- 
ness to eliminate practices which 
have been subject to criticism; but 
to date there has been no similar 
corrective action taken by political 
critics. Their good faith therefore 
must be seriously held in question 
by the American people until they 
cease their destructive attacks and 
direct their efforts to revive business 
confidence. Such a change of 
political tack would prepare the way 
for the reemployment which will in- 
evitably follow. 


Broad Gauge Policy 


Because of the rapid economic and 
social changes that have been taking 
place during the last few years, in- 
vestors ought to expect utility man- 
agements to take cognizance of these 
developments and plan accordingly 
even though the new ideas conflict 
with tradition. Promotional rate 
schedules, dissemination of more in- 
formation to the investor and con- 
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sumer, simplified corporate struc- 
tures, uniform accounting and,. in 
general, a‘frank,; friendly attitude 
toward the public are salient points 
in a broad gauge policy which, un- 
less hampered or prevented by un- 
duly restrictive legislation, will inure 
in the long run to the investor, cus- 
tomer and the taxpayer at large. 

Government ownership and opera- 
tion of huge tax-free electric systems 
with taxpayers’ money on a Ss0- 
cialistic or non-profit basis creates 
problems over which every citizen 
and his children may well ponder. 
Conferring political power and 
authority upon men does not, un- 
happily, likewise confer business 
wisdom and executive skill. 

A privately owned concern must 
pay its way or bankrupt, 
whereas. deficits of government 
operation can be made up directly 
or indirectly by the taxpayers. The 
fundamental distinction between the 
two methods of ownership and 
operation is that between the so- 
cialistic objective of no profits and 
the capitalistic system of regulated 
profits if such profits can be earned. 
Whether these two _ conflicting 
systems of doing business can exist 
for a very long time is something 
for citizens to decide. In the final 
analysis, they and their children 
will have to pay. 


PREVIEWS 
of Coming Issues 


HE following companies have 

filed registration statements with 
the Securities & Exchange Commis- 
sion seeking permission for new 
security issues. Public offerings of 
these issues will be made during the 
next several weeks, but in the mean- 
time readers of THE FINANCIAL 
WORLD may obtain a specially pre- 
pared discussion of the prospective 
issue and, if previously published, 
an “FW Factograph” concerning the 
company upon request to THE 
FINANCIAL WORLD, 2i West Street, 
New York. Inclose stamped ad- 
dressed envelope. 


New Applications Filed 


$25,000,000..... American Rolling Mill 
43% convertible deben- 
tures, due 1945. 


$29,500,000..... Commonwealth Edison 
Ist 33%, series H, due 
April 1, 1965. 

104,000 shs..... Glidden common stock 
at $22 per share. 


$2,000,000...... Monsanto Chemical 
23% convertible notes, 
due May 1, 1945. 
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The Public Utilities 


By L. BERNAYs 
Counsel on Public Relations 


What the power industry must 
do to combat political and social 
agitation 


TATISTICALLY, the public utili- 

ties have a beautiful case. They 
can show that the cost of household 
electricity has dropped from 25 
cents a kilowatt-hour in 1882 to 5.30 
cents a kilowatt-hour in 1934; they 
can show that the illumination from 
two 50-watt lamps for six hours’ 
reading costs no more than Uncle 
Sam charges to deliver a letter from 
Brooklyn to Manhattan. But statis- 
tics are as lost on the average man 
as a ham sandwich after Thanks- 
giving dinner. Moreover, the aver- 
age man is dubious. He has a fixed 
idea about the utilities. He has 
seen the power interest cartooned as 
a paunchy, 
Lay before him statistics, and he 
will grunt in automatic unorigi- 
nality: “Hmph. Figures don’t lie; 
but liars can figure.” And with that 
epigrammatic flourish, the case will 
be closed. In one breath, the public 
utility industry has been indicted, 
convicted and sentenced. 


This Is a Real World! 


Now this build-up of the average 
man’s attitude toward the utilities 
has been going on for years. It is 
no one day development. Just as 
the railroads brought on themselves 
the reprobation of shippers as the 
result of their policy of charging all 
the traffic would bear, so the utilities 
have encouraged unwittingly an un- 
sympathetic public. They have 
fought rate cuts. They have turned 
off gas and electricity. They have 
tinkered with educational channels. 
They have fostered even legislative 
lobbies. Basically, when you analyze 
what the utilities have done, you 
cannot conclude that they should not 
have done it. 

After all, we are in a real world. 
It is a world of propaganda, of 
politics, of profits. And the utilities 
are in business for profit. They 
must resist rate reductions, if those 
rate reductions are _ confiscatory. 
They must attempt to establish the 
validity of their business and ser- 
vices through education. They must 
turn off electricity if consumers do 
not pay their bills. It is the way 
utilities have done so many of these 
things that has left a brown taste 


top-hatted plutocrat.. 


in the average American’s mouth, 

When utilities make “deals” with 
legislators, the temporary achieve- 
ment is a long run loss. When a bill 
collector goes to a householder and 
gruffly announces that the lights will 
be turned off, then the utility will 
have not only the ill will of that par- 
ticular householder, but also the ill- 
will of every friend of that house- 
holder. 


Black Eye Cosmetics 


It is the little things, as wel as 
the big things, that have contributed 
to the black eye the utilities have 


today. And it is significant that you } 


can apply cosmetics to the black eye 
and by so doing restore a normal 
appearance to the damaged optic. 


But all the cosmetics in the world 


will not change the fact that you 
have a black eye. 

The utilities can issue mimeo- 
graphed statements about the grad- 
ual reductions in rates over a period 
of years; the utilities can assert that 
they are being pilloried; the utilities 
can declare that they have made 
possible the use of electricity on the 
farms; the utilities can point to the 
25,000,000 consumers who obtain the 
cheapest electricity in the world. 
But the fact remains that the public 
is suspicious. 
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Issue is one of life and death; 
calls for peremptory action and 
new policies 


This suspicion, curiously enough, 
has not arisen from the activities 
of the utilities in serving consumers. 
Rather, it has arisen from the finan- 
cial activities of the utilities in 
respect to investors. The rather 
hackneyed example is the Insull 
disaster. 

In his zeal, Samuel Insull over- 
reached and the inverted pyramids, 
spinning about on thin equity, 
finally collapsed. This hurt banks 
that held public utility holding com- 
pany securities; it hurt investors; 
it hurt speculators; it hurt busi- 
ness; it hurt the general public. It 
left everybody mad at the utilities. 


Consumer Better Off 


But with all the damage, the one 
group that was not injured was the 
consumers group. They continued 
to get electric light and power at 
steadily lower rates. As long as 
State Public Service Commissions 
functioned properly, the household 
user of current was insulated against 
the financial mishaps of parent ho!d- 
ing companies. And today the con- 
sumer is better off than he ever was; 
the authority of Public Service 
Commissions has been definitely 
established by law; and those hold- 
ing companies that were well-con- 
ceived to begin with are still in 
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existence, rendering valuable service 
to operating companies. Yet, the 
taint lingers in the public mind. 

No amount of statistics or reason- 
ing can persuade Mr. Average Man 
that all utility companies are not 
villainous. Nor does it serve a 
purpose to say that a utility company 
is only as good as the Public Service 
Commission which regulates the 
rates and is charged with respon- 
sibility of seeing that the consumer 
gets a fair deal. The “black eye” is 
there. And it is doubly important 
that it be removed as expeditiously 
as possible. Simply because we are 
living in an economic and social era 
which distrusts anything “big.” 
And the utilities are big. 

This suspicion of “‘bigness’” has 
been fostered to a great extent— 
particularly in respect to the utili- 
ties—by the political trend. But it 
would be a mistake to assign it 
entirely to temporary governmental 
or party policy. It is a product of 
the share-the-wealth thinking which 
is bag and baggage of our times. 
For the utilities, it presses against 
their very existence as_ privately 
owned enterprises. To combat it 
calls for peremptory action in the 
field of public relations. 


Utilities Are Human 


The utilities face a condition, not 
a theory. They are on the witness 
stand, so to speak, fighting for their 
lives. And they are being asked 
double edged questions. Instead of 
“have you stopped beating your 
wife?” the question is: “Don’t you 
think it’s time you stopped gouging 
the consumer?” It does not matter 
whether the utilities have given 
householders a fair deal. The im- 
plication is there. The implication 
stays. And that is what the utilities 
must efface. 

Denials are not enough. Impres- 
sions that electric power and light 
has become a “trustified monopoly” 
cannot be counteracted by negation, 
even if that negation is documented 
by statistics and graphs and expert 
testimony. These impressions must 
be counteracted by positive actions 
to show: (1) that utilities are 
human; (2) that the utilities serve 


the public; (3) that the utilities’ in- 
terest is the public interest; (4) 
that the utilities are amenable to 
reason; (5) that the public is pro- 
tected by the regulatory powers of 
the Public Service Commissions. 

These are not easy ideas to get 
across. Particularly are the ideas 
not easy because it is necessary, 
first, to uproot the notion that utili- 
ties are big, burly and brusque and, 
second, to replace that with the 
notion that utilities, after all, are 
public servants—just like the police 
and fire departments. Yet, it can be 
done. 

It comes down to a problem in 
simplification. A youngster may 
protest: “Mummy, I’m a good boy.” 
But if he persists in not doing his 
home work and in throwing spitballs 
at the teacher, even the most doting 
parent may conceive doubts about 
Sonny Boy’s angelic virtues. Before 
he can be accepted at stated value, 
the youngster must deport himself 
to warrant his stated value. This 
implies, very plainly, that the utili- 
ties must adjust their public be- 
havior to the standards the public 
wants and demands. And in order 
to adjust their behavior to standards 
the public demands, the utility in- 
dustry must find out what the public 
wants. That should be the initial 
objective. 


A Reinterpretation 


Offhand, you would say that the 


public wants low rates. And the 
reply to that would be: “But the 
public has low rates.” Yet, all has 


not been said. The public may have 
low rates, but the public does not 
believe it has low rates. Political 
attacks against the utilities, for one 
thing, have implanted the idea that 
the rates are high. For a second 
thing, the public does not like to 
think that rates are low, because it 
does not like to harbor a _ good 
thought for the utilities. 

So then, the utilities must go 
further than producing electricity at 
a low cost. The utilities must make 
the public believe that this service 
rendered is good, also inexpensive. 
And the way to do that is to formu- 
late and adopt a basic public policy, 
which will make the utility appear to 
be human and reasonable. Such a 
policy may require fundamental 
changes in the conduct of the utility 
business. But once these changes 
are agreed upon, then they must be 
incorporated into every overt act of 
the utilities, from president down to 
meter reader. And they should be 
projected to the public through all 
possible media—the magazine, the 
newspaper, the radio and best of all, 
by word of mouth through reestab- 
lished good will. What it boils down 
to is a reinterpretation of the public 
utility industry to the people the 
industry serves. 
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Utility Rates and the Investor 


Political trend threatens investment values, simply because consumets have 
been deriving most from lower rate trend, whereas bond and stockholders 
have received little of the benefits of efficiency in operations. 


By LutHer R. NASH 
Vice-President 


STONE & WEBSTER ENGINEERING CORPORATION 


URING the past year public 

utility security values and in- 
come have been depressed by two out- 
standing infiuences: (1) direct gov- 
ernment competition and (2) the 
Wheeler-Rayburn Bill. The former 
is evidenced by various governmen- 
tal hydroelectric projects and the 
offers of government funds, 45% as 
an outright gift, the balance at a low 
interest rate, for municipal or other 
local plants. 

The economic soundness of these 
Federal projects has had only minor 
consideration. In fact none of these 
projects since the Boulder Dam con- 
struction was authorized by the Con- 
gress (the only one so authorized 
directly and in full) has been the 
subject of a favorable published en- 
gineering report. The only available 
report, that by army engineers in 
1931 relating to the Muscle Shoals 
development, pronounced it “an 
economic waste.” 


“VYardstick” Fairness 


The accounts so far developed for 
wholesale and retail electric power 
service from these projects disclose 
that a large proportion of the project 
cost is assigned to such factors as 
flood control, navigation and reclama- 
tion, all unrelated to power service. 
These and other government sub- 
sidies permit rates which, if they 
were equitably based on remaining 
costs, are not suitable as “yard- 
sticks” to measure the fairness of 
existing commercial rates. The 
offer of Federal funds, largely 
through P.W.A., to municipalities 
and other local power agencies has 
been freely used as a means of 
forcing down existing rates to non- 
compensatory levels and has seriously 
distorted the distribution of income 
from differing classes and volumes 
of service. In certain cases, where 
definite programs of future rate re- 
duction had been prepared covering 
all classes of service, forced reduc- 
tions in residential rates have neces- 
sitated further postponement of 
changes affecting commercial and 
power service and have afforded op- 
portunity for accusations of dis- 
crimination. 

The apparent purpose of the 
Wheeler-Rayburn Bill is to eliminate 
holding companies from the utility 
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ON THE ONE HAND— 


Luther R. Nash states the case 
for the utilities; why they must 
graduate their reductions in rates 
to do justice to investors as well 
as consumers; why the agitation 
against the electric industry is 
harmful; why the Wheeler- 
Rayburn bill is a strangling docu- 
ment. 


field and to concentrate regulation 
in the hands of Federal agencies. Its 
real intent, as disclosed at Congres- 
sional hearings and elsewhere, is to 
bring about governmental control or 
ownership of the electric power in- 
dustry. 

The proponents of this bill have 
stressed the evils and irregularities 
which have been associated with 
certain holding company operations 
in the past, many of which have been 
eliminated by recent legislation, but 
have wholly ignored the far more im- 
portant advantages to the public 
through extensions of service to re- 
mote areas, more dependable and 
efficient service, and steadily lower 
rates. 

When holding companies first be- 
came actively interested in the scope 
of their subsidiaries’ service, less 
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than one-quarter of the homes in the 
United States, exclusive of farms, 
had electric service. The proportion 
since has been increased, largely 
through holding company initiative 
and credit, to more than five-sixths. 
Within the same period the capital 
devoted to electric service has in- 
creased six fold, and the average cost 
of residential service in the United 
States has been reduced more than 
one-third. 

It is inconceivable that all these 
advantages, together with the 
technical and executive supervision 
which have been associated with 
them, can be withdrawn without 
disastrous effect upon the industry’s 
25,000,000 customers as well as in- 
vestors and others. That these in- 
terested parties are concerned over 
the situation is evidenced by the 
many protests presented at hearings 
of the Congressional committees and 
to individual members of the Con- 
gress. 


Stimulated Agitation 


The present agitation over resi- 
dential electric rates appears to be 
largely a stimulated one. Surveys 
made by the utilities do not disclose 
any general dissatisfaction but 
rather appreciation by their cus- 
tomers of reduced rates, particularly 
the low cost of additional service. 
This situation is strikingly con- 
firmed by the continued increase in 
home electric service during the de- 
pression when expenditures for food, 
clothing, amusements and _ other 
items in the family budget have been 
materially curtailed. This is striking 
testimony to the fact that rates are 
not high, but relatively low. Never- 
theless, the agitation grows more 
violent and rate reductions continue 
either by commission orders or in 
an effort to forestall them. Some 
radical demands have been success- 
fully resisted in the courts, thereby 
affording the excuse for further 
claims that regulation has broken 
down. Some of these reductions have 
been of little ultimate usefulness in 
that they have primarily affected the 
small consumers, and have not led 
to the material increases in consump- 
tion through which lower costs and 
rates are brought about. On the 

(Please turn to page 553) 
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The Potentialities in Electric Power 


Growth factor dominant influence on development of electric power 
industry, but companies must continue to lower rate structures in order to 
increase load; earnings will correspondingly improve. 


“WE are in a period of rapidly 
increasing utilization of elec- 
tric energy on the farm and in the 
home where it is fast becoming 
more of a necessity than a mere con- 
venience. We are also in a period 
-of vastly expanding use of power in 
industry. Up to this period factories 
had to come to the power; now the 
power comes to them, so that the 
conditions of general growth are not 
cramped by the necessity of utilizing 
locations undesirable save as regards 
power supply. It is hard to estimate 
the economic value of this change, 
but it is assuredly very great.” 

If the above quoted paragraph ap- 
pears to be of limited vision and 
relatively timid in its expression of 
the potentialities of the electric 
power industry in the United States, 
the reason is undoubtedly that it was 
written in the year 1900. It was 
written when the installed capacity 
of all electric public utilities was ap- 
proximately 2 million kilowatts as 
compared to nearly 34 million kilo- 
watts today; when the book value of 
plants and equipment was something 
less than $500 million as compared to 
approximately $13 billion today; 
and when the revenue was about $80 
million as compared to more than $2 
billion today. 


Thirty-year Uptrend 


Anyone who dared to forecast 
such growth for the industry in 
1900 would have been branded as 
visionary, especially in view of the 
anticipated results of commission 
regulation, which was then being 
violently opposed on the ground that 
it would restrict and destroy the in- 
dustry. 

We have here in a single genera- 
tion a 25-fold expansion in those 
elements of the industry which are 
measured by dollars. While such an 
expansion in the future may now 
appear inconceivable to us, we may 
depend upon it that we are in 
danger of being as inadequate in our 
conception and as timid in our ex- 
pression of the future potentialities 
of electric power in this country as 
was the writer of 1900. There are 
many who have been so overwhelmed 
by the stagnation of the lean years 
of the depression that they are un- 
able to visualize a resumption of the 


JUNE 5, 1935 


By BAsit MANLY 


Vice Chairman 
FEDERAL POWER COMMISSION 


ON THE OTHER HAND— 


Basil Manly states the case for 
the Government in its campaign 
for lower rates; how the growth 


factor in the utility industry de- 
pends on progressively reduced 
charges for both domestic and in- 
dustrial consumption; why the 
Wheeler-Rayburn bill is not as 
damaging as it seems. 


rate of growth that continued almost 
without interruption from 1900 
through 1930. 

While I am not optimistic enough 
te predict an immediate resumption 
of this extraordinary rate of ex- 
pansion, it seems conservative to 
forecast that the future potentiali- 
ties of the electric power industry in 
the United States from the stand- 
point of expanded service to the 
public and also as a vehicle for the 
useful employment of labor and 
capital are of enormous proportions. 
In our large metropolitan and in- 
dustrial centers electric power has 
ceased to be a mere service; it has 
become indispensable. Rapidly it is 
attaining a comparable status in our 
suburban and farming areas. 

The future for the useful employ- 
ment of capital in an industry of 
such vast national importance is, of 
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course, a corollary to the future of 
the industry itself. Much has 
properly been made of the fact that 
the rates charged for electric energy 
per kilowatt-hour have been reduced 
during recent years and are likely 
to be reduced still further. Emphasis 
on this one aspect of a complex prob- 
lem has led many to the erroneous 
conclusion that such reductions will 
result in the permanent impairment 
of utility revenues. Twenty years 
ago the average revenue per unit of 
electricity in domestic service was 8 
cents and today it is little more than 
five cents. Does this mean, however, 
that the revenues of the utilities 
have been reduced? On the con- 
trary, the average domestic bill in 
1915 was less than $21, today it is 
in excess of $33. The reduction in 
tLe average price of electricity has, 
therefore, not reduced the revenue 
received from each customer, but it 
has increased it by more than 60 
per cent. During about the same 
period the ratio of net income to 
gross has increased from 18.8 per 
cent in 1917 to 26.5 per cent in 1932. 


Handsome Returns 


This apparent paradox of securing 
larger returns by reducing electric 
rates arises out of two fundamental 
principles, which every intelligent 
utility operator knows but which ap- 
parently have never been understood 
by the bankers and financiers who so 
largely control the industry and de- 
termine its policies. 

The first of these principles is that 
there is no industry in which the ex- 
pansion of mass production and mass 
distribution yields such handsome 
returns as in the electric light and 
power industry. The reason 138 
simple. After the generating plant 
and distribution system are in place 
every kilowatt-hour of energy sold 
to a house, a store, or a factory, over 
and above the amount necessary to 
cover fixed charges, maintenance, 
and commercial expense costs a 
utility nothing more than the bare 
operating expense. Even if you have 
an old, high-cost generating plant, 
in which your operating costs run 
as high as 6 or 7 mills, you can make 
money by inducing customers to use 
more current at from 1 to 2 cents 
a kilowatt-hour after your basic 
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costs have been provided for in the 
earlier steps of a promotional 
schedule. But if you have a modern, 
low-cost plant, in which operating 
costs are 2 mills or less, the profit 
possibilities that flow from increas- 
ing the consumption of electricity 
are tremendous. 

The second principle, which has 
been abundantly demonstrated dur- 
ing the depression, is that the busi- 
ness of supplying residential and 
small commercial consumers is, year 
in and year out, the steadiest that 
any utility can have. When a busi- 
“ness slump comes, the industrial elec- 
tric load fades away; but no matter 
how hard the times, homes must be 
lighted, dinners must be cooked, and 
stores must display their wares. 

It follows from these two prin- 
ciples that those utilities will be 
most enduringly prosperous which 
bend their energies to building up 
business through a policy of progres- 
sive rate reductions. 

In 1915 electrical energy in the 


home was used largely for lighting; 


today such use accounts for less than 
40 per cent of domestic consumption. 
The balance is consumed by re- 
frigerators, ranges, water heaters, 
and other heavy current consuming 
appliances. Their widespread adop- 
tion is made possible only by low 
rates. If the price of electricity had 
not been sharply reduced, the use of 
such appliances would have been 
limited to the well-to-do and there 
would have been no material in- 
crease in residential revenues. 


Industrial Power Prospects 


In the field of industrial power the 
same process has operated. In this 
more competitive field the process is 
more obvious. The price of in- 
dustrial power has been reduced 
almost solely for the purpose of 
obtaining or retaining business. 
Here again reduction in price has 
operated to increase revenue. Nor 
is this process even approaching 
completion. Great new fields for the 
consumption of electric energy, if 
available at sufficiently low costs, are 
being rapidly developed. 

The Federal Power Commission in 
the interim report of the National 
Power Survey has estimated on the 
basis of reports from companies and 
municipal plants covering 93 per 
cent of the total sales, that, upon 
resumption of pre-depression in- 
dustrial activity and employment, 
le demand for electric power will be 
20 per cent in excess of that of 
1929. To meet this demand and 
provide for the replacement of ob- 
solete equipment will require the in- 
stallation of about 4,000,000 kilo- 
watts of generating capacity within 
-the near future. Although this esti- 
mate contemplates an increase in de- 
mand for power equal to the entire 
national production for public use 
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Canada’s TVA Experiment 


Rates low in regions served by Ontario Hydro-Electric 
only because taxpayers foot the bill; in reality, it is a 
government-subsidized enterprise 


TV IS ambitious. So called 

yardstick rates are to 
prove that the privately owned pub- 
lic utilities in the United States are 
not “doing right” by the consumer. 
But Comptroller General McCarl’s 
recent exposé of Tennessee Valley 
accounting indicates that this ex- 
periment is not “doing right’’ by the 
taxpayer. But TVA is only in its 
incipient stages. For a prime ex- 
ample of government operation in 
the utility field we must go to 
Canada where the Ontario Hydro- 
Electric Commission has been func- 
tioning for many years. 

Ontario Hydro started off when 
the utility industry was somewhat 
disturbed by an argument whether 
25 cycle power was better than 60 
cycle power. Hydro chose 25 cycle 
power. And in a few years 25 cycle 
power proved to be unsatisfactory. 
It did not provide a steady flow of 
current and it did not render satis- 
factory household service. Lights 
flickered. 

Hydro could have changed, as so 
many private companies did after 
the error was discovered; but Hydro, 
politically dominated, hesitated to 


in 1915, independent estimates by 
the industry itself suggest that it 
is unquestionably conservative. 

Fears are being expressed in many 
quarters that the future expansion 
and prosperity of the electric in- 
dustry in the United States will be 
greatly impedea or entirely pre- 
vented by pending legislation or by 
government competition. These fears 
are greatly exaggerated. 

Without entering in this brief 
discussion into the controversy that 
is now raging over the provisions of 
the Wheeler-Rayburn holding com- 
pany bill, it should be sufficient to 
note that the same prophecies of 
destruction were voiced when the 
Securities and Exchange Act was 
under consideration. That Act is 
now generally regarded as sound and 
constructive legislation and, as its 
administration becomes seasoned and 
perfected, will unquestionably prove 
its benefit not only to investors but 
also to every legitimate interest en- 
gaged in the distribution of securi- 
ties. The same will, I believe, prove 
to be true of the holding company 
bill, after it has run the gantlet of 
congressional consideration. 


confess a mistake. It persisted in 
25 cycle power. After that, antici- 
pating a boom, Hydro contracted 
with numerous Canadian private 
companies for power over a period 
of years. The wish was bigger than 
the reality. Now, Hydro is trying 
to rescind its power contracts with 
Beauharnois, Gatineau and other im- 
portant Canadian enterprises, This 
not only represents repudiation, but 
it also represents a severe blow to 
investors who bought securities of 
the private companies in the belief 
that Hydro would keep its contracted 
word. 

Hydro started off with compara- 
tively low rates to build up load. 
Even so, its rates are not unusually 
low. In. fact, the Niagara Hudson 
System, which operates under con- 
ditions akin to Hydro’s, is doing as 
good a job when the two situations 
are analyzed. Hydro offers only one 
advantage to the consumer. The 
taxpayer pays part of the Hydro 
bill. 


Private Rates Lower? 


Here are the actual results. In 
1932, Hydro received 12.08 mills per 
kilowatt-hour; Niagara Hudson,12.63 
mills. But if taxes of Niagara 
Hudson had been deducted, the net 
cost per kilowatt-hour would have 
been 11.60 mills. That applies to 
the Niagara Hudson System.as a 
whole and the Hydro System as a 
whole. Take a_ specific locality. 
Baffalo, Niagara & Eastern, a 
Niagara Hudson subsidiary, offers 
much cheaper rates than the Niagara 
division of Hydro. Both enterprises 
get power from Niagara Falls. In 
1932, Hydro’s charge was’ 11.51 
mills per kilowatt-hour; Buffalo, 
Niagara & Eastern, including taxes, 
was only 10.56 mills; excluding taxes 
Buffalo, Niagara & Eastern charged 
only 8.97 mills per kilowatt-hour. 

Thus, any way you try to figure it, 
Buffalo, Niagara & Eastern provides 
electricity cheaper than Ontario 
Hydro. Which hardly encourages 
the belief that politically con- 
trolled enterprises are more success- 
ful than privately controlled public 
utilities. Nor does it hold out much 
hope that TVA will perform better 
than private companies. TVA prob- 
ably will not cheapen electricity; but 
it surely will cheapen utility invest- 
ments. 
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Is Nationalization Intended? 


Y REASON for actively oppos- 

ing—during the past fifteen 
years—the desires of various hold- 
ing companies to acquire the Hart- 
ford Electric Light Company was 
the belief that such opposition was 
in the best interest of the stock- 
holders. It was apparent from an 
analysis of the various mergers of 
operating companies into holding 
company organizations that a very 
-large percentage of the holders of 
the operating company stocks were 
induced either to exchange their 
stocks for that of the holding com- 
pany or to invest in the same a 
large part of the cash which they 
received. This came about by reason 
of the high market quotations gen- 
erally existing for such stocks which 
made the investment seem to be de- 
sirable, when the intrinsic value was 
far below the value of the operating 
company stock which they gave up. 


Holding Company Benefits 


While during these years we were 
protecting our stockholders, we were 
very conscious that the policy pur- 
sued, unless modified, would be a 
distinct harm to our customers in 
depriving them of the benefits that 
accrued to the customers of holding 
company subsidiaries. These bene- 
fits that customers have received 
from the holding company develop- 
ment are very real and as a whole 
tar exceed such items of abuse as 
admittedly have existed in some 
cases (such as excessive manage- 
ment charges, failure to credit sub- 
sidiaries with savings derived from 
consolidated income tax returns, 
etc.). The reason that great bene- 
fits have accrued to customers need 
not be attributed to altruism on the 
part of the management. Though 
many believed in and operated on 
the principle of an equitable shar- 
ing of the operating economies 
effected, such policy was an absolute 
essential if the market for their se- 
curities was to be maintained. Hold- 
ing company securities in the specu- 
lative years were never sold on the 
basis of present or immediately pros- 
pective earnings (these were hardly 
mentioned in prospectuses). They 
were sold on the basis of capitalizing 
the future of the nation when elec- 
tricity should be more universally 
used; and to hold the interest of 
investors, it was growth and not 
earnings which had to be shown an- 
nually. And to show growth, two 
things were necessary, namely—(1) 
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Operating executive examines psychology 
Administration toward public utilities; defends hold- 


ing companies. 


By SAMUEL FERGUSON 


Chairman of the Board of THE 
HARTFORD ELECTRIC LIGHT CO. 


great effort to develop and promote 
new uses, and (2) a constant lower- 
ing of rates. From both of these 
policies the consumers gained. In 
other words it is the investing pub- 
lic and not the consuming public 
which so far has been hurt. 

Striking evidence, and evidence 
which cannot be controverted that 
State regulation of the subsidiaries 
of even the holding companies in 
worst repute can and has been effec- 


Haley Studios 
SAMUEL FERGUSON 


tive is given in the recent Federai 
Power Commission report as_ to 
rates. Eighteen cities out of 107 
are listed as having prices 5 per cent 
or more below those of Hartford. 
Seventeen of these cases cause me 
no embarrassment because local con- 
ditions such as low fuel cost or high 
percentage of water power are a 
sufficient explanation, but there re- 
mains one company, which without 
these natural advantages is 15 per 
cent lower than Hartford. This is 
distinctly embarrassing, but the in- 
teresting fact is that this particular 
company in Cambridge, Massachu- 
setts, is a subsidiary of the Asso- 
ciated Gas & Electric Company. 
Because, by reason of the policy 
pursued, our customers were de- 
prived of very great advantages 
which would undoubtedly have ac- 
crued to them had we become a sub- 


of Roosevelt 


sidiary of such an organization as 
Stone & Webster, we felt it was in- 
cumbent to obtain for them as nearly 
as might be the equivalent operating 
savings. This was partially but not 
wholly accomplished through (1) 
working out a method of power ex- 
change with other companies in 
which there was no common finan- 
cial interest; (2) through a manage- 
ment contract executed on behalf of 
one of our affiliated companies with 
Stone & Webster on the same terms 
as they gave to their own sub- 
sidiaries; (3) through construction 
contracts with the same _ hoiding 
company whereby hundreds of thou- 
sands of dollars were saved in spite 
of the percentage paid; (4) through 
the consolidation of affiliated com- 
pany purchases exactly as a holding 
company would do; and in general 
(5) following such beneficial prac- 
tices as are the ample justification 
for the existence of the holding com- 
pany type of organization. In other 
words, we saw no reason for not 
making good use of a pocket knife 
just because sometimes it cuts one’s 
finger. 


An Overlooked Factor 


All of our local affiliated operating 
companies fall under the proposed 
ban on holding companies. We 
would be very sorry to be forced to 
consolidate these properties into a 
single operating company even if it 
were possible, since by maintaining 
a responsible local directorate and 
management in the various com- 
panies the antagonism of the public 
toward an absentee landlord is 
avoided. This is of far greater im- 
portance than is generally recognized 
and is wholly lost if local companies 
are merged into one great operating 
company. 

Indeed, there have been many 
cases of flagrant misuse of the hold- 
ing company setup, and the need for 
proper regulatory control is and has 
been obvious for a long time, but 
such drastic legislation as proposed 
in the impending Wheeler-Rayburn 
Bill will do great harm to investors. 

Even now the little fellow is run- 
ning. Our stockholders’ list, which 
for twenty years has annually in- 
creased in numbers, is beginning to 
shrink. That there is no stampede 
is due to the fact that they still be- 
lieve that their representatives in 
Congress cannot really intend to 
bring to them the same sad fate 

(Please turn to page 549) 


541 


3 
: 
PRS 
3 
— 
pie 


Has Come Pass! 


Supreme Court upheaval of the National In- 
dustrial Recovery Act proves: (1) that national 
administrations can run counter to Time and the 
Constitution but eventually Time and the Consti- 
tution catch up; (2) that the courts are an unim- 
peachable bulwark against executive and legislative 
license. Wherefore, NRA and the Blue Eagle are 


gone. 


But there is another issue just as vital—yet to 
be decided—the fate of private utility properties. 
The Public Utility Act of 1935 is yet to be passed. 


Ouvr Government is patterned after 
a triangle. On one side is the legis- 
lative branch; on the other, the ex- 
ecutive. The base of both these 
laterals rests on a horizontal line: 
the judicial. Wisely the far seeing 
founders of our Republic perfected 
this arrangement so that the Gov- 
ernment would be well balanced and 
in the least danger of any one of 
these arms usurping the authority 
of the other. Should it. perchance 
happen, as it sometimes does, that 
Congress, the legislative branch, gets 
out of hand and under control of 
visionaries, the President, who heads 
the executive branch, can check 
unsound legislation, or laws in 
controversion of the Constitution, 
through exercising his veto power 
which can only be nullified by a two- 
thirds vote of Congress. 


Ir IT should happen to occur that 
neither one or the other side of this 
triangle oppose each other with an 
effective check, then there remains 
another barrier against unwise and 
unsound legislation—the courts—of 
which the court of last resort is the 
United States Supreme Court. This 
august body of jurists under no 
political influence, is supposed to ad- 
judicate all disputed legislation on 
the basis of their interpretation of 
the Constitution. But this is not 
the only protection provided our 
citizenry against any inroads on the 
Constitution or their “Magna Carta.” 
Before any part of it can be deleted 
or altered, consent of three-fourths 
of the States must be secured. 


Ir WILL be recalled how, in Presi- 
dent McKinley’s time, Congress 
passed an income tax, the first in 
our history. The Supreme Court 
found this tax unconstitutional and 
the Federal Government was com- 
pelled to appeal to the States to 
grant it this authority by adding an 
empowering amendment to the Con- 
stitution. At all times our citizens 
have the right to appeal to the courts 
in defense of the constitutional 
rights against the infringement by 
either the executive or the legisla- 
_ tive branches of the Government. 
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Possibly, if the Administration and Congress in- 
terpret the import of the 9 to 0 decision of the 
high court on NRA, they will amend the Wheeler- 
Rayburn bill forthwith. 
another test of the New Deal. 

Meanwhile, as perspective on the obloquy of 
assumption of powers by the Administration, THE 


If not, there will be 


FINANCIAL WORLD herewith reprints L. G.’s 


In view of the many controversial 
laws passed and steps taken by the 
legislative and executive departments 
of the Government, the highest court 
may be expected to be kept busy 
deciding whether they do or do not 
impinge upon those vitally important 
constitutional provisions, “without 
due process of law,” which directly 
bears upon confiscation of property 
rights, or an invasion of the rights 
of citizens beyond the powers con- 
ferred by the Constitution. 


One of the most controversial 
questions of this nature pressing for 
solution concerns the utility indus- 
try. It has been under direct at- 
tack not only on the part of the 
Federal Government, but the States 
themselves have added to this bar- 
rage of antagonistic fire in one form 
or another. The Government has 
not only undertaken the construction 
of great water power projects but 
has gone further, in the case of the 
Tennessee Valley Authority, by 
entering into direct competition with 
private power enterprises for the 
sale of power to communities. In 
their turn, several of the States 
have attempted to reduce rates to a 
point where the _ utilities have 
claimed them to be confiscatory and 
to protect themselves have appealed 
to the courts. Decisions on some of 
these cases have already been handed 
down by subsidiary Federal Courts 
and in the great majority of cases 
these decisions have been favorable 
to the utilities, indicating that the 
judiciary still follows the tenets of 
the Constitution. 


N 0 ONE can assume what the final 
outcome of these vital problems will 
be. In some instances the Supreme 
Court has temporarily supported the 
Government on the ground of a 
national emergency. The implication 
that can be drawn from these deci- 


Column of December 19, 1934. Then it was a 
prognosis. Today it is still a prognosis; but more 
than that—it is a demonstrated truth: 


sions is that when this emergency 
no longer exists, they will be de- 
clared illegal. To the layman it is 
rather difficult to assume the exist- 
ence of any national emergency that 
warrants the Government engaging 
in the power business or States re- 
ducing rates to a basis that makes it 
impossible for utilities to earn a 
fair return upon capital actually in- 
vested in the business. 


Durine the coming year we may 
expect a judical interpretation of 
the 4th and 14th Amendments to the 
Constitution insofar as they are 
associated with the current New 
Deal. In that connection will also 
be determined to what extent tax- 
payers can be assessed for the main- 
tenance of a business that has been 
carried on by private capital. This 
is a form of taxation that was at § 
the bottom of the Boston Tea Party 
and which caused the Colonies to set 
up an independent nation. Why 
should the taxpayer of Oregon or 
of Maine dig into his pocket for the 
benefit of citizens in another part of 
the country, a benefit of doubtful 
value? On the other hand it also 
seems a rather ruthless policy for a 
community to grant a utility a 
franchise which is the basis of in- 
ducing investors to advance capital 
to supply a public service, and then 
to violate that franchise on the 
theory that municipal ownership will 
provide cheaper service. This is the 
political angle that frequently as- 
sumes the form of legal piracy and 
for which there is no urgent reason 
as long as States and communities 
are vested with the power of con- 
trolling rates. If these rates are 
fair, and sufficient to provide a 
reasonable and fair profit, they still 
protect the consumers from exploita- 
tion without involving them in the 
costly experiments of building dupli- 
cating services, 


T nose two are also legal problems 
that will need ironing out. The 
utilities are by no means friendless 
orphans at court. They still have 
the weapon of legal appeal with 
which the New Deal must reckon. 
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Utility Stocks Investments 


T -WAS once written: Public 

utility securities are “infected” 
with a public interest. The “in- 
fected” was not a misprint. The 
choice of wording was deliberate on 
the theory (1) that public utilities 
serve the public with electricity, 
gas and steam and (2) that the 
public, through the politician, takes 
an unusual interest in the utilities. 
The latter undoubtedly is the in- 
fection. 

No long term view of the utility 
securities as investments can dis- 
regard this strange, persistent 
interest of the politician. It is dis- 
cernible in the ambitious govern- 
ment hydroelectric program; in the 
Wheeler-Rayburn bill; in the on- 
slaughts of Mayor LaGuardia 
against the Consolidated Gas Com- 
pany of New York. Most of all, it is 
a perpetual menace against the rate 
structures of utility companies. No 
matter how low rates are, the 
politician wants them lower. 


Costs Are Unregulated 


Utilities, for years, have recog- 
nized the importance of reducing 
rates. To cut rates is to increase 
load. But the procedure, for operat- 
ing and financial efficiency, must be 
orderly. And the politician has never 
permitted the gradual and orderly 
reduction of rates. He wants 
schedules slashed one-two-three Jack 
Robinson. It won’t work. It hurts 
utility companies. It undermines 
rate structures. It impairs the 
safety of investments utility 
bonds and stocks. 

Yet, anyone with half open eyes 
must concede that the trend is likely 
to continue. Rates are going down. 
The utilities are in a position akin 
to the railroads. Tariffs are regu- 
lated by State Commissions and 
political pressure. Costs are un- 
regulated. 

Nevertheless, there is an offsetting 
factor. The load trend is up. The 
utility companies are having one of 
their best years in terms of kilo- 
watt-hour output. It is possible that 
1935 may approach 1929 and 1930 
in sales of electricity. Household 
consumption already is at a peak; 
industrial consumption is rising. 

Thus, even though income per kilo- 
watt-hour is lower, more kilowatt- 
hours are in process of being sold. 
To some extent, this is offset by 
higher taxes (the utility tax bill in 
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Shares of well-intrenched companies probably have 
seen their New Deal lows, despite threat of Wheeler- 
Rayburn legislation; many issues still attractive 


1934 was the highest on record) and 
higher operating costs. Even so, out- 
put has risen to the point where 
earnings are registering an improve- 
ment. Which improvement was 
generally evident in the first three 
months of this year. 

And these recent results indicate 
that despite the unfavorable political 
situation, the unsatisfactory tax 
curve, and the inevitable rise in costs 
due to the government price policy, 
public utility companies are doing 
as well as can be expected. The 
market action of utility stocks, more- 
over, is a sign. Since mid-March the 
utilities have been stronger than 
either industrials or rails. This was 
partly due to their oversold status 
as an aftermath of the original 
Wheeler-Rayburn bill; but it was 
also partly due to belated recogni- 
tion that utility companies were once 
again translating increased gross 
into increased net income. And it 
is quite possible that a good many of 
the utility common stocks may have 
seen their ““New Deal” lows. 

It is probable, however, that 
utility securities will never again be 
the market favorites they were in 
the late 20’s and very early 30’s. 
The gilt edge has been removed from 
utility bonds by the Government and 
the speculative appeal has_ been 
shorn from stocks the 
financial mistakes of the fairly re- 
cent past. In addition, there is 
not the growth factor there once 
was. The industry is more mature. 
Its development, hereafter, will 
be in building up load already 
possessed; that is, increasing con- 
sumption of consumers who have 
electricity installed. Whereas the 
early growth was obtained through 
extending electricity to cities, towns, 
hamlets and farming areas that did 
not have the service. 


New Place in Scheme 


For that reason, it is logical to as- 
sume that the utilities are in a 
phase of consolidation and integra- 
tion. Likewise, it seems logical to 
expect that holding companies will 
operate less sensationally, but more 
soundly from now on. There will be 
a more critical analysis of holding 
company securities. Barring de- 
structive legislation by Congress, 
holding company bonds and stocks 
are likely to take a new place in the 
investment scheme of things. 


The holding companies have come 
through the deflationary wash. They 
have rearranged their policies and 
redirected their efforts. And their 
securities offer a geographical, an 
economic and a financial diversifica- 
tion, which is not obtainable in 
operating securities. 

On a speculative basis, for long 
term retention, certain holding com- 
pany stocks appear moderately at- 
tractive despite the recent sharp 
rally. Among the helding company 
preferreds for income purposes are 
American Gas & Electric, Con- 
solidated Gas Company of New 
York, North American Company. 
and Public Service Corporation of 
New Jersey; as more speculative 
media, American Power & Light, 
Commonwealth & Southern, Electric 
Bond & Share preferreds offer in- 
come plus possibilities for apprecia- 
tion. As an investment company in 
utility securities, United Corpora- 
tion preferred might be included in 
a well-diversified portfolio of gen- 
eral stocks. Finally, for common 
shares, the following have moder- 
ately well-defined long term pros- 
pects: 

United Gas Improvement, Pacific 
Gas & Electric, Louisville Gas & 
Electric class A, Pacific Lighting, 
and possibly as a more radical com- 
mitment, Niagara Hudson Power. 


Diversification Keystone 


Operating company _ securities 
generally do not afford the diversifi- 
cation of the holding companies. 
This, to some extent, is offset by the 
fact that they are not the subjects of 
nationwide Federal attack. Pos- 
sibilities in the operating group are 
Commonwealth Edison, Consolidated 
Gas of Baltimore, Detroit Edison, 
and Southern California Edison com- 
mon stocks. 

But one thing investors must bear 
emphatically in mind: Diversifica- 
tion by industry as well as geo- 
graphically is the keystone of suc- 
cessful investment. It does not pay 
to have too many eggs in one basket 
—which means that only a portion 
of assets should be committed to 
utility shares. That is particularly 
important at this time, when the 
Government is besieging the public 
utilities and when the future of 
even the strongest companies de- 
pends on the final form of the 
“Public Utility Act of 1935.” 
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COMPARATIVE 


of PUBLIC 


A statistical study of the public utility companies at this 


= time reveals quite clearly that the poor market action o f the 

securities has been due to causes other than earnin gs and 

financial condition. True, net income declined during 1934 

as a general rule, but gross revenues rose. The major 

factors i in this anomalous performance were increased taxes 

and hi gher M7) peratin g costs. As far as stocks and bonds 

alue ebt toc and Common arge Coverage Per Share of Common 
OPERATING COMPANIES: = ($1,000) ($1,000) ($1,000) shs. 1934. 1933 1934 1933 

Brooklyn Union Gas............. 121,764 49,138 None 744,596 2.20 2.77 $4.25 $6.18 
Commonwealth Edison........... 441,058 (h)194,685 None _ 1,609,065 1.87 1.76 §.21 5.10 
Consolidated Gas of Baltimore..... 161,386 67,358 22,431 1,167,397 3.04 2.94 4.04 . 3.91 
% 320,039 134,000 None 1,272,260 (t)1.82 1.98 (t)4.28 4.83 
Edison Elec. Ill. of Boston......... 180,711 71,000 None 534,875 2.32 2.23 9.69 7 10.03 
Peoples Gas Light & Coke......... 211,491 85,367 None 676,377 1.18 1.39 1.28 2.90 
Southern California Edison....... 378.723  (h)137,908 112,559 3,182,645 2.44 2.56 1.17 1.36 


HOLDING COMPANIES: 


American & Foreign Power........ (z)748,132  (z)161,246 (zp)440,136 (z) 1,928,050 32 50 00 (y)D9.35 
American Gas & Electric.......... 466,005 194,246 82,414 4,482, 737 1.70 1.71 1.66 1.75 
American Light & Traction........ 242,456 64,646 22.408 2,767,391 (e)1.70  (e)1.85 1.31 1.64 
American Power & Light......... 796,677 352,933  (p)326,197 3,008,512 1.17 1.15 D1.89 D1.91 
American Telephone & Telegraph. . 4,977,054 1,038,824 97,937 18,662,227 3.16 3.37 5.96 5.38 
American Water Works & Electric. 452,247 187,570 107,030 ~—=—‘:1,741,008 1.26 1.25 1.03 1.22 
Associated Gas & Electric......... 844,881 517,506 XX 6,204,143 0.98 0.88 nil nil 
PP re eee 1,269,626 461,865 240,422 37,619,164 0.95 1.03 DO.19 DO.09 
Columbia Gas & Electric.......... 712,452 180,840 168,970 11,738,591 1.80 2.07 0.24 0.51 
Commonwealth & Southern....... 1,120,468 488,503 375,142 33,673,328 1.19 1.20 DO.04 DO.02 
Consolidated Gas of New York... . 1,363,241 396,782 200,955 11, 476,527 2.57 3.15 2.18 3.31 
Electric Bond & Share........... (f)551,968 None 145,556 5,267,147 0.21 0.44 
Electric Power & Light........... 677,655 270,960 (p)279,135 3,412,633 1.01 0.92 D1.63 D2.33 
Engineers Public Service......... 357,991 147,500 110,696 1,909,817 (e)0.91 (e)0.94 DO0.63 ‘DO.50 
Federal Light & Traction......... 51,984 18,744 7,081 524,903 1.75 1.71 1.62 1.44 
Federal Water Service........... 189,112 100,405 41,070 11,111,965 1.06 1.08 (g)DO.98  (g)D0.73 
International Hydro-Electric...... 577,796 280,378 136,034 (s)841,128 1.01 1.10 (e)!. 12 (g)2.25 
International Tel. & Tel........... 581,043 192,889 36,258  6.399,002 1.16 1.02 ).32 0.11 
Louisville Gas & Electric.......... 93,126 30,540 21,519 901,323 1.48 1.52 (2 45 (g)2.65 
National Power & Light.......... 583,104 267,529 = (p)221,996 = 5,456,117 1.31 1.33 .90 
Nevada California Electric........ 55,269 28,407 10,483 84,683 1.15 1.19 D5.80 D4.99 
Niagara Hudson Power.......... 652,403 218,147 186,762 =8,738,560 1.17 1.23 0.46 0.66 
North American Co.............. 877,190 306,586 166,554 8,602,991 1.56 1.58 1.04 - 1.19 
North American Light & Power... 326,319 182,451 80,827 3,621,164 0.95 0.93 DO.52 DO. 79 
Northern States Power (Del.)..... 269,701 118,100 78,540 1,070,717 1.86 1.96 .80 1.71 
Pacific Gas & Electric............ 716,751  (h)293,098 130,865 6,261,357 2.08 2.04 1.52 1.48 
254,284 ,099 44,913 1,608,631 (e)1.55 (e)1.64 2.72 3.28 
Public Service of N. J............ 707,472 199,902 158,512 5,503,193 2.89 3.00 2.95 3.26 
Public Service of No. Illinois... .. . 223,181 126,393 16,018 625,924 1.38 1.41 2.85 3.26 
Standard Gas & Electric (a)...... 310,752 73,649 87,350 2,162,607 1.45 1.61 D1.87 D1.52 
United Gas Improvement......... 815,185 244,406 150,554 23,251,750 (e)2.27 (e)2.30 1.19 . 1.23 
571,112 263,366 97,952 3,472,902 1.05 1.08 DO.75 DO.60 


United Light & Power............ 


(a) Parent company only. (b) Ratio of gross revenues to investments, etc. 
Electricity, and manufactured and natural gas. 


K.W. diesel and other. 
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(m) K.W.H. sales. 
(s) A stock only; B and common stocks all owned by International Paper & Power. 


(c) No. of telephones. 
(n) Gives effect to financing since year end. (0) Leased. 
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TICAL TABULATION 
Y COMPANIES 


were concerned, the agitation against the utilities for re- 
duced rates introduced an undermining influence. The 
culmination of the political attacks against the industry is 
the “Public Utility Act of 1935.” Nevertheless, if workable 
legislation is passed, the operating records and finances of 
the well intrenched companies should be the prevailing 
factor in measuring utility securities as investments. 


Ratio of Ratio 
Net Gross Electric Net Net 
ver$of Revenues Reve- Number Working Working Bond 
‘apital- 1934 to ——K.W.H. Output nues of Capital Capital Bank Maturities K.W. 
ization Fixed 1934 1933 to Cus- 1934 Per Loans 1936 Generating Capacity 
1934 Assets ———(000 omitted) Total tomers ($000) Share ($000) ($000) Steam Hydro 
$0.037 $0.21 (i)20,481,201 (i)20,502,482 703,536 7,019 $9.43 None 
025 21 (m)3,535,616 (m)3,296,153 99% 925,166 13,949 8.67 None None 854,000 ...... 
045 oan (m)890,523 (m)800,260 66 452,068 7,255 6.20 None None  (q)237,974 (q).... 
021 15 2,204,957 1,908,671 95 564.474 11,602 9.12 None None 790,000 9,050 
.o2 18 (m)943,718 (m)909,402 99 429.438 4,594 8.60 None None 375,860 (0)50 
.006 -20 (j)449,174 (j)279,278 800,103 D2,088 def. None 
032 ll 2,917,593 2,772,640 99 872,000 6,059 1.92 None None 440,070 488,640 
10 -22 153,003 143,553 82 36,043 1,103 1.94 None None 35,000 ...... 
z).008 (z).08 (z)2,368,223  (y)2.154,831 (z)&0 (z)896,929 (z)D29,100 def. 39,883 1.864 (r)602,325 342,193 
03 -16 3,863,011 3,513,662 98 656,989 35,840 8.00 None 2,500 1,109,270 69,094 
.028 -20 (m)189,358 (m)185,777 15 763.984 3,944 1.42 3,259 100 (PO OF? 
06 at 4,013,333 3,847,928 85 897,535 19,559 6.52 None None 587,872 670,697 
.009 AZ 1,781,841 1,657,448 62 754,412 1,747 1.00 1,2 1,650 449,220 56,380 
nil ll 3.158,355 3,164,675 79 1,451,589 D3,797 def. 2.771 2,122 813,641 318,473 
nil -16 (m)1,441,480 = (m)1,812,306 23 (1)1.011,792 20,045 53 43,412 1,500 582,000 79, 
18 13 (m)962,617 (m)894,407 29 1,344,578 16,837 1.44 None None 493498 Oi... 
007 14 (m)4,535,735 (m)4,147,3338 1.341,363° 35,975 1.06 None 3,132 1,086,701 984,578 
036 (m)4,451,427  (m)4,228,682 7) $.752,745 12,759 1.11 14.000 None 2,335,700 ...... 
003 12 1,923.539 1,790,059 50 680,696 D20,055 def. 21,250 2,195 365,058 328,488 
0035 14 1,958,999 1,822,783 76 446,694 8.974 4.72 None 359 456,436 239,010 
933 193,809 177,065 75 104.408 D1,083 def. (x)1,757 None 106.505 ...... 
003 Bi 5,047,716 5,006,133 S4 “x 6,200 (g)7.48 2,223 2,400 422,000 930,000 
02 12 420,498 394.982 Y 168,566 3,024 3.33 None None 112,020 147,135 
013 as 3,476,975 ° 3,181,385 82 782,638 34,389 6.29 None 437 655,927 250,735 
005 ll 348,825 304,144 86 31,020 1,021 12.07 None None 60,825 8,157 
008 13 (m)5,483,911 — (m)5,067,579 86 890,130 D1,859 def. 8,500 None 640,822 1,110,437 
018 16 4,888,102 4,474,451 89 1,209,307 26,970 3.13 None 3,922 1,575,059 283,705 
nil 14 1,023,380 953,468 56 526,562 3,194 .88 None 4 XX XX 
2 12 1,029,299 963,928 84 486,527 7,253 6.77 20 None 289,251 147,035 
.029 13 3,269,116 2,940,605 73 1,301,406 13,828 2.21 None 41 374,800 876,794 
033 19 (m)445,710 (m)305,814 19 992,260 3,724 2.32 None None . 
051 19 (m)1,698,857 (m)1,620,485 54 1.761,946 47,421 8.62 None None 684,450  ...... 
016 (m)1,423,404  (m)1,354,203 66 437,372 4,908 7.95 None None 358,000 800 
12 (b).02 (z)4,006,098 (y)3,980,540 XX (z)1,600,780 1,355 0.65 None 24,649(z)1,206,921 (z)380,093 
05 16 (m)3,319,803  (m)3,159.381 76 1,310,964 17,988 0.78 None 300 925,110 311,955 
002 16 XX . XX 47 XX 17,427 5.02 1,759 XX Xx xx 


s. & Mends. (f) Balance sheet value. (g) On Class A stock. (h) As of Dee. 31, 1934. (i) Gas sales per 1,000 cu. ft. (j) Gas sales in therms. (1) 
(r) Includes 131,543 


common stock. 


ext (x) As of April 30, 1935. 


charges, 


JUNE 5, 1935 


(y) Year ended Dee. 31, 1932. 


(q) Contracts for power bring total available to 562,484 k.w. including steam and hydro. 
(z) Year ended Dee. 31, 1933. xx Not available. 
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HE major attacks upon the 

-utilities have not been directed 
to any great degree at the local 
operating company. Some uncom- 
fortable situations have _ resulted 
from the play of local politics, but 
in many cases the threats have 
proved to be bluff: Mortgage bonds 
of the utility operating companies 
located in thriving, stable com- 
munities give some _ protection 
against demagoguery. Because of 
this and prevailing money market 
conditions, most such bonds afford 
rather unattractive yields. But two 
issues, discussed below, offer pos- 
sibilities for income. 


INDIANAPOLIS POWER & LIGHT sup- 
plies electric light and power to 
Indianapolis and 48 surrounding 
communities. Indianapolis, to a very 
large extent, is a residential com- 
munity, consequently not as subject 
to business fluctuations as highly 
industrialized regions. 
tor of stability is that Indianapolis 
is the capital of Indiana. As the 
center of a predominantly agricul- 
tural state, it is affected by changes 
in the economic status of the farm- 
ing community, but farming in 
Indiana is fairly diversified. This 
cushions against sudden price 
changes in agricultural commodities. 

Indianapolis Power & Light has 
reported a wide margin of coverage 
of fixed charges in recent years. 
Earnings covered requirements 1.96 
times in 1932; 1.89 times in 1933, 
and 1.86 times in the 12 months 
ended June 30, 1934. Despite a rate 
reduction approved by the Indiana 
Public Service Commission in Feb- 
ruary, 1935, current earnings should 
provide a good margin over bond 
interest requirements. The company 
is in strong financial position. In- 
dianapolis Power & Light first 5s, 
1957, are secured by a direct first 
mortgage on all fixed properties. 
The bonds, quoted around 104 on the 
New York Curb Exchange, are cur- 
rently callable at 104, offer a return 
oi 4.8 per cent, and a net yield to 
‘maturity of 4.7 per cent. 


PENN CENTRAL LIGHT & POWER 
furnishes electric light and power 
to 166 communities in the south cen- 
tral part of the State of Pennsyl- 
vania. About 94 per cent of gross 
revenues is derived from the sale of 
electricity. Altoona is the largest 
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Another fac- . 


Two Operating Company 
Bonds for Income 


First mortgages on electric utility 
properties which offer better than 


average return. 


city served. Altoona is a “railroad 
town,” and coal mining is the chief 
industry of a part of the territory 
served. Although these character- 
istics of the territory might appear 
somewhat unpropitious, Penn Cen- 
tral Light & Power has shown a 
good degree of earnings stability. 
Fixed charges were earned 1.93 
times in 1932; 1.81 times in 1933 
and 1.77 times in 1934. The first 
5s, 1979, are secured (equally with 
the first 44s, 1977) by a direct first 
mortgage on all of the company’s 
fixed properties. The bonds are 
quoted around 101 on the New York 
Curb Exchange to yield 4.95 per 
cent currently and only slightly less 
to maturity. They are currently 
callable at 105. 


The Real Power Issue 


HEN you come down to it, the 

bombardment by the Federal 
Government of the public utility 
holding companies amounts to noth- 
ing more nor less than an attack on 
the State Public Service Commis- 
sions. If rates are too high, then 
the State Commissions are lax or in- 
dividual states are not appropriating 
sufficient funds to attract capable 


men to Public Service Commissions 
and to provide the Commissions with 
qualified assistance. 

Put in that way, probably, the 
Federal Government would be the 
first to protest: “Oh, no, it’s not the 
Commissions; it’s the companies.” 
But before the Federal Government, 
with the carefree joy of new-found 
power, decides to regulate the entire 
public utility industry, it would do 
well to consider whether it will be 
able to do a better job than the in- 
dividual State commissions. 

After all, the diffusion.of problems 
will remain; the decisions will de- 
pend on the human equation; and 
there will be errors just as there 
ever will be errors in human prob- 
lems. There is no reason for assum- 
ing that a commissioner appointed in 
Washington will be any better than 
a commissioner appointed in Albany 
or Santa Fe. Regulation is all of a 
piece. And what the Federal Gov- 
ernment is saying, when it wants to 
give the Federal Power Commission 
control over interstate transmission 
of power, is that the National Ad- 
ministration can do a better job than 
the State commissions. 

Actually, there will be no net addi- 
tion to regulatory control. The State 
Commissions already have the right 
to examine into contracts for the 
transmission of power over State 
lines; also the right to examine con- 
tracts between holding and operating 
companies and to change those con- 
tracts, if it appears to be in the 
public interest. 

Thus, the proposal to superimpose 
Federal regulation on State. regula- 
tion boils down to a transference or 
duplication of authority. Whether 
more cooks will succeed in lowering 
rates is a mixed metaphor and a 
doubtful solution. 


Bawl Street Journal Predicts TVA Will Produce 
Electricity Below Cost 


In the recent issue of the Bawl Street Journal, annual Wall Street 
burlesque of business and finance, the statement was made that TVA 


would revolutionize electric power generation. 


“David E. Lilienthal, director of the 
Tennessee Valley Authority, yesterday 
threw an eggshell into public utility 
circles with the announcement that he 
would be able to produce electricity be- 
low cost. 

“The TVA plan is an adaptation of 
Benjamin Franklin’s discovery that if 


you rub a glass rod on cat’s fur, you. 


will produce electricity. Mr. Lilienthal 
will give everybody in the Tennessee 
Valley a cat, a glass rod and a storage 
battery. 

““*Then, whenever anybody wants 
electricity he can rub,’ said Lilienthal. 
‘That won’t cost us anything. In fact, 
we will make money.’ 

“Lilienthal pointed out that the Gov- 
ernment already had made an im- 
mense profit out of TVA. He esti- 


The article follows: 
mated that the value of the Tennessee 
Valley had risen $200 millions as the 
result of his efforts. It only cost the 
Government $60 millions to build—not 
counting postage, since TVA franks 
its mail. 

“‘That means,’ concluded Lilienthal 
triumphantly, ‘that we have made a 
profit of $140 millions or more than 
200 per cent, which is better than 
Secretary of Treasury Morgenthau was 
able to get out of gold with his 
stabilization fund.’ 

“President Roosevelt declared that 
Lilienthal was a wonder. 

““T knew he could do it,’ said the 
President. ‘And only the Federal Gov- 
ernment can produce electricity below 
cost. That’s because we have no 
overhead.’ 
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Investment "Teases 
Rebuying Utilities 


MONG the ten most favored stocks 

listed in 87 investment trust 
portfolios at the end of 1931 there 
were no less than 7 public utility 
stocks ranking in the following 
order of popularity: Consolidated 
Gas of N. Y., American Tel. & Tel., 
American -Gas & Electric, Public 
Service of N. J., Pacific Gas & Elec- 
tric, Southern California Edison and 
United Gas Improvement. By 1933 
five had fallen by the wayside 
leaving only Public Service of N. J. 
and American Gas & Electric among 
the ten favorites, and at the end of 
1934 the latter was the only sur- 
viving public utility stock in that 
list. 

Considering utility stocks as a 
group the decline in the number of 
shares held by investment trusts was 
in the aggregate less pronounced 
from 1933 to 1934 than for the two 
previous years. Some issues even 
showed numerical advances, par- 
ticularly American Light & Trac- 
tion, Consolidated Gas of Baltimore, 
Detroit Edison, Pacific Gas & Elec- 
tric and Pacific Lighting. An 
analysis of four leading investment 
trusts indicates that in the aggre- 
gate they added to their public 
utility holdings during 1934, and as 
far as could be ascertained they have 
continued their purchases of public 
utility stocks during the first 
quarter of the current year. 

In view of the fact that most of 
the leading investment trusts today 
emphasize investment rather than 
speculative objectives, this trend in- 
dicates returning confidence’ in 
utility securities. 


Where the lavestor’s 
Money Goes 


ESPITE some reductions in in- 

come taxes because of smaller 
earnings of electric light and power 
companies last year and lower real 
estate taxes in some territories, pre- 
liminary estimates of taxes paid re- 
veal the mounting burden the in- 
dustry is carrying. 

Gross operating revenues in 1934 
(of more than 90 per cent of the total 
domestic electric light and power 
companies) increased $50 million 
over 1933. Taxes, up $30 millions, ab- 
sorbed 14.1 cents out of every dollar 
of gross revenue. Taxes, the highest 
in history, were imposed in the face 
of decreased rates. It is an interest- 
ing commentary that the increase 
in utility taxes was 60 per cent of 
the increase in utility gross. The 
total tax bill (preliminary) was $245 
millions; gross was $1.7 billions. 
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FACTS YOU SHOULD KNOW 


about the job of serving the largest city in the world! 


@ We have 2,480,565 electric meters 
in homes, offices, and industries. 


@ 45,988men and womenearnmorethan 
$78,000,000 annually working for our 
electric, gas and steam companies. 


@ Last year the Consolidated System 
purchased over 4% million tons of 
coal, over 9 million pounds of cop- 
per wire, and vast quantities of 
supplies of all kinds. 


@ Last year 681 miles of overhead wires 
were taken down and 1164 miles 
added to the 40,000 miles already 
underground. 


@ The capital stock of our company is 
held by 119,255 men, women, banks, 
insurance companies, institutions. 


@ The cost of living in New York City 
is 45% higher today than in 1914, but 
electric rates of the average residen- 
tial customer have dropped 43%. 


@ Reduction in rates since 1931 repre- 
sents a saving to customers of 
$11,000,000 annually. 


@ The average residential bill in this 
city is $2.45 a month... 


@ Last year the taxes payable by our 
companies to the City, State and 
Federal Governments totaled over 
$40,000,000. 


@ Itisestimated that morethan 20cents 
of every dollar we shall get in 1935 
will be taken for taxes. Last year it 
was 18 cents. The year before it was 
16 cents. In 1914 it was 8 cents. 


@ For unemployment relief other New 
York businesses are taxed 1/10th of 
one per cent of every dollar received. 
The Gas and Electric companies are 
asked to pay 3 per cent of every dol- 
lar received ... a rate thirty times 
higher. 


THE ELECTRIC COMPANIES 


AFFILIATED WITH THE CONSOLIDATED GAS COMPANY OF NEW YORK 


STRONG IN ITS OWN RIGHT. . . 


The strength of the electric industry is inherent, intrinsic—it is firmly 


rooted in the industry itself. 


This is because of the universal nature of electricity. The industry 
supplies and deals with a force which is Light, Heat and Power all in one. 


Each of this mighty trio is necessary to American life. 


Over and above any passing turbulence, the vital character of the work 
done by the electric industry assures that it, like Truth, ‘is mighty and 


must prevail!’’ 


PHILADELPHIA ELECTRIC COMPANY 


A Pioneer In Voluntarily Establishing 
Low Rates For All Electric Service 
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Pleasure.... 


HE Edison Electric In- 
pene will again hold 

its annual convention 
at Atlantic City, from June 3 
to June 6. When you attend 
the Convention, plan to ex- 
tend your stay into a real va- 
cation at this World’s Play- 
ground. Here you will find 
an infinite variety of amuse- 
ments combined with a natural 
environment conducive to rest 
and recreation. 


Atlantic City welcomes the 
Convention delegates to this 
resort. The latch string is 
out—the key to the city is 
yours 


IN ATLANTIC CITY 


where a hundred hotels 
hold the comforts of home 


ATLANTIC CITY 
ELECTRIC COMPANY 
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PASSING IMPRESSIONS 


By EUGENE KATz 


Among the 980 


More bilis that the Gov- 
——— ernor of New York 
State signed this 
Fixing year was one per- 


mitting a manufac- 
turer to write into a contract with 
a retailer the price at which a 
trade marked or branded article can 
be sold to the public. In view of 
the acknowledged failure of price 
fixing under the NRA codes after 
a national trial, one wonders what 
reasons Governor Lehman could ad- 
vance for the possible success of 
this bill in a restricted area. 

The large manufacturers, what- 
ever they may say to the contrary, 
are not interested in retail prices. 
Price cutting often helps to make 
an article successful. They are con- 
cerned with wholesale prices, and 
these are never in dispute. Their 
product is in demand and the re- 
tailer must carry it at whatever 
price. The small manufacturer is 
out of the picture entirely. He is 
happy to sell the dealer under almost 
any conditions. 

The manufacturer in between the 


two extremes is alone deeply con- 


cerned with retail prices. He be- 
lieves that if he can maintain his 
price the dealer, assured of a larger 
net profit on his goods, will favor his 
product against more popular brands 
on which he is forced to make reduc- 
tions. But it does not often work 
out that way. The retailer is busy 
and prefers to sell what is popular 
even at a lower net profit. The 
smallest dealer follows as closely as 
he can the prices of the large chain 
stores and avowed cut rate stores. 
These buy at the wholesale price and 
can always undersell the smaller 
man. Price fixing is thus killed at 
the source. And the large price cut- 


ters can always obtain goods. 


If at times one 


Mr. Loree wonders why stock- 
~~ holders will not sign 
proxies as_ readily 
Meeting as they used to, why 


company meetings 
arc sparsely attended and stockhold- 
ers themselves often invite govern- 


_ment interference, there was fur- 


nished excellent source material at 
the last shareholders’ meeting of the 
Delaware & Hudson Company. 

Mr. Loree, president of the road, 
is one of the survivors of the old 
school of dominant railroad control. 
He is apparently as unaware that 
there is a changed relationship be- 


tween officers of corporations and 
their stockholders as he is indifferent 
to the existence of the Securities 
and Exchange Commission. 

Despite the fact that he has 
shown his shareholders a $3 millions 
paper loss in an $11 millions specula- 
tion in New York Central common, 
that his road pays no dividends and 
still shows deficits, he was as assured 
and complacent in answering stock- 
holders’ questions as if he were the 
head of a prosperous road like the 
Norfolk & Western or the Chesa- 
peake & Ohio. His replies were curt 
generalizations. He ruled all mo- 
tions out of order. It was not 
advisable, he told a stockholder, to 
give the corporation’s investments, 
nor necessary as it is a holding com- 
pany. 

Mr. Loree used to own several 
thousand shares of Delaware and 
Hudson, and now he owns only ten 
shares. Asked why, he replied to the 
inquiring stockholder: “It is a mat- 
ter of individual temperament.” 
These old railroad Brahmans are not 
without their younger exemplars. 
Mussolini recently concluded an 
address to the Italian Senate with 
these dictatorial words: ‘Honorable 
Senators, I believe these, my declara- 
tions, interpret your thoughts.” 


The opinion that 


Inflation we may undergo in- 
Reaches flation has become 
Riese so rooted in the na- 


tional thinking that 
the subject has 
reached the courts. Three executors 
of a New York estate, one the Cen- 
tral Hanover Bank and Trust Com- 
pany, applied to the Surrogate’s 
Court for permission to be allowed 
to invest 35 per cent of the estate 
in common stocks. 

The court denied the request on 
the ground that it had no authority 
to change the law which in New 
York State requires a trust to invest 
in certain stipulated “legals” only, 
and for the further reason that 
“responsible government officials 
have denied any intention to cause 
inflation.” It was scarcely to be 
expected that the Court, even if the 
law permitted greater powers and 
privileges than it does, would as- 
sume the responsibilities of the dif- 
ficult role of investment counselor. 

While many believe that inflation 
impends, few agree on the time when 
it may be expected, the nature and 
course it will take, or the type of 
investment which offers the safest 
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refuge for funds. Recently a large 
trust company advised the sale of a 
$500,000 estate of which it was a 


the proceeds in short term govern- | 
ment bonds. Reminded that that ws WHat THE NIAGARA HUDSO 


would produce about $5,000 in in- 
terest and that the widow could 


not maintain her establishment on it, oe _ SYSTEM MEANS TO NEW YOR 


= 


the trust company recommended that 
she live on $10,000 a year and nip | Ag . a 
off $5,000 annually from the prin- | “STATE BUSINESS 
cipal until the investment road was 
clearer. 


While the nation’s 


Helpful earned income for 
and 1934 was $47 bil-.| 


25 per cent from the 
low point, it was 
still only a little more than one-half | 
of the 1929 high. The total spend- | 
able income, which includes addi- | 
tional billions paid out of surplus | 
and other corporation assets, cal 


perhaps $55 billions. 
The Niagara Hudson System is a and | 
economically integrated operating utility system. It | 
was developed over a period of many years through 

the gradual amalgamation of a large number of in- 4 
dependent operating companies. Now completely in- 
terconnected it serves a contiguous territory in one of 


Though there are 30 per cent less | 
manufacturing establishments than | 
in 1929, owing to local laws intended 


to mitigate the depression and to 
agreements with foreign nations 
from which we hoped to profit, those 
who remain in business struggle no 
less hard for success. Every law 
and concession which releases a 
burden from one group presses it 
upon another. 

A small town in Wyoming passed 
a law prohibiting canvassing. A 
Fuller Brush Company salesman was 
arrested and fined for violating the 
law. His employers, fearing that the 
idea may spread, have appealed the 


THE UTILITIES are the largest 
potential consumers of steel, cop- 
per, iron and durable goods in 
this country. They are and can be 
of the greatest possible help in 
building and modernizing pro- 
grams. For example, here is what 
the great Niagara Hudson Sys- 


the richest industrial areas in the United States. 


companies of the Niagara Hudson 
System. 


Wages and salaries paid to these em- 
ployees totaled approximately $16,700,- 
000 in 1934. In addition, 140,000 stock- 
holders own shares in the «System 
companies, a large proportion of whom 
buy from New York State business, 


Rate reductions now totalin 


over six 
case to the Wyoming Supreme Court. tem means to the business of million dollars annually have been made 
Waltham, Mass., has asked the Presi- New York State. by operating companies since the 


dent to halt our reciprocal tariff 
negotiations with Switzerland in 
fear that the town’s most important 
industry, employing 2,400 skilled 
operatives, may have to close if im- 
ports of watches increase. 


NATIONALIZATION INTENDED? 
541 


concluded from page 


In 1934 Niagara Hudson System ~ 
panies paid $10,700,000 in taxes, or 
more than 4c out of every dollar of 
ross revenues. These revenues are 
own $6,000,000 since 1929, but taxes 
are up $800,000. 


10,000 people are regularly employed by 


System was organized in 1929, 


Over $100,000,000 has been spent in new 
construction by System Companies 
through 1929 to 1934. To take care of 
increasing demands of customers, mil- 
lions of dollars of additional expansion 
will be necessary in the years to come, 


NIAGARA HUDSON 


l 

that was met by investors in the | When Writing to Advertisers Please Mention THE FINANCIAL WorRLD 

; Insull pyramids, in which invest- | 

' ments had also been made by the 

public in good faith. But why 

t should Congress try to duplicate for H Oo WwW T Oo P R Oo F l T 

Our Current Market Letter BY USING STOCK CHARTS 

‘do discusses the Is Described and Illustrated in 

all equity money for utility expan- Industry 

, sion and as a consequence senior How to Anticipate Price Advances 

money as well, thus hamstringing the | Copy sent upon request How to Forecast -Inereaved Dividends 

4 industry. When the industry ceases | Success of this 3-TREND Method has been proved 

‘2,function properly, nationalization | GOODBODY & CO. tor BREE wend lor 
will result. Whether intentional or “Board June SECURITY CHARTS with Comment and 

accidental, the eventual outcome of Tradé and Commodity Suchange, tne. 

d 115 Broadwa 60 East 42nd Street 

f the passage of this bill would be the | New York. New York SECURITIES RESEARCH CORPORATION 

- nationalization of the industry. j 45 Milk Street, Boston, Mass. 
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VALUABLE FOR 
FUTURE REFERENCE 


American Bank Note Company 


DOMINANT factor in the engraving and 
printing of corporate securities; does an 
extensive business with domestic and foreign 
corporations and governments in the print- 
ing of paper currency, postage stamps, check forms, com- 
mercial paper, and the like. Owns Bradbury Wilkinson & 
Co., engaged in engraving work in Great Britain, and the 
common stock of Canadian Bank Note. 

Under able and experienced management. Conservative 
capital structure. No bonds; $391,032 subsidiary preferred; 
89,913 shares 6 per cent ($50 par) cumulative preferred 
and 652,773 shares of $10 par common. Strong financial 
position. Net working capital March 31, 1935, $5.3 mil- 


No. 377 


lions; cash and equivalent, 
AMERICAN BANK NOTE $3.1 millions. Working capital 
ratio: 10.3-to-1. Book value 


of common, $18.11 per share 


| Preferred “dividends paid 

=o uninterruptedly; common pay- 

Earned per $ ments suspended in April, 
Deficit per share 0 


1932 (after a record of regu- 
1927 2828 1929 1930 1931 1932 1933 1934 


lar distributions since com- 
pany’s organization in 1906) ; 
none since. 

Normally, engraving of 
bonds is the most profitable 
activity; printing of stock shares provides the more stable 
income, depending upon the degree of transfer rapidity. 
Lessening of stringent regulatory provisions of Securities 
Act has helped new financing, but a substantial pent-up 
volume of both new and refunding bond issues remains 
to be released. 

Preferred stock is a business man’s investment; common 
is a conservative speculation. Appraisal Rating of Com- 


Adjusted to dividends 
in 1927 and 1929 


mon: C+. 
RECENT QUARTERLY EARNINGS PER SHARE OF COMMON: 
1933 1934 —1935— 
Mar. 31 June 30 Sept. 30 Dee. 31 Mar 31 June 30 Sept. 30 Dee. 31 Mar. 31 
D$0.17 D$0.17 D$0.05 D$0.40 D$0.39 D$0.21 D$0.20 D$0.06 $0.16 


American Machine & Foundry Company 


MANUFACTURES patented machinery 
for cigarette and cigar making which 
is used in the production of all machine- 
made cigars and 95 per cent of all cigarettes 
in the U. S. Cigarette machines usually sold outright and 
cigar machines leased on a royalty basis. Production is 
supplemented by tobacco products wrapping machinery, to- 
bacco stemmers, and machinery used in the printing, paper 
and bread baking industry. 

Under progressive and capable management. 

Simplest possible capital structure. No bonds or pre- 
ferred stocks; 1 million shares of no par capital stock. 

Very good financial position. Net working capital at end 
of 1934 $3.3 millions; cash, 
$1.2 million; marketable secu- [amEeRICAN MACHINE & FOUNDRY 
rities, $829,000. Working capi- [|® — 


tal ratio: 9.1-to-1. Book value =e 
12 


of capital stock, $16.62 a 
929 1930 1933 1934 


No. 378 


share. 

Dividend record satisfac- 
tory. Present 80-cent rate in 
effect since August, 1932; in 
two preceding years paid 
$1.40 each. A 20-cent extra 
final dividend was paid in 
1934. 

Volume of cigar and cigarette production most important 
earnings factor as bulk of income is derived from this 
field. Development of new machinery serving various 
industries expected to add to income. 

Capital stock is steady income producer although largely 
lacking in attraction for capital gain. 

Appraisal Rating: B 


RECENT SEMI-ANNUAL EARNINGS PER SHARE OF CAPITAL STOCK: 


1927 1928 1 


Adjusted to 5-for-1 split-up 
in August, 


——1931—_——_ 1932 ——-1933 1934 
June 31 June 30 31 June 30 31 June 30 Dec. 31 
$1.07 $0.65 $0.60 $0.52 $0.45 $0.27 $0.50 $0.61 
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The Brunswick-Balke-Collender Co. 


LEADING manufacturer of bowling 
alleys, billiard tables and accessories. 


Me. netore prohibition company was a leading 


factor in the manufacture and distribution 


of bar fixtures. Since repeal, company has reentered the 
field as a major business activity. 

Management has shown aggressive tendencies in recent 
years to enlarge outlets for the company’s products. 

Fairly simple capital structure. No bonds; 34,585 shares 
of 7 per cent preferred stock ($100 par) ; 437, 565 shares 
of common stock (no par). 

Strong financial position. Net working capital, Decem- 
ber 31, 1934, $6.7 millions; cash and marketable securities, 
$1.4 million; notes and ac- 


BRUNSW I CK-BALKE-COLLENDER counts receivable, $2.7 mil- 
~ lions; inventories, $2.5 mil- 
lions. Working capital ratio: 
30 28-to-l. 


Deficit per share 1 


1927 1928 1929 1930 1931 1932 1933 1934 


Book value of common stock, 
$10.09 per share. 

Dividends paid regularly 
on preferred from 1914 to 
1931. Last payment, October 
10, 1931. Dividends paid 
erratically on no par common 
(issued in 1925): in 1925 
$1.80; nothing in 1926 from 1927 to 1929, $3. None since. 

The bowling and billiard division depends for volume on 
luxury demand and consequently operations do not reach 
high proportions unless general business is good. The bar 
fixture division has been contributing volume, but rules and 
regulations of States have been a hindrance. 

The common stock is highly speculative. 

Appraisal Rating of Common: D+. 


RECENT QUARTERLY EARNINGS PER SHARE OF COMMON: 

933 1934 
Sept. 30 Dee. 31 Mar. 31 June Sept. Dee. 31 
D$0.27 D$0.86 D$0.12 D$0.23 $0.01 D$1.00 


Asset value of common written 
down in November, 1932 


Mar. 31 
D$0.58 


June 30 
D$0.65 


Campbell, Wyant & Cannon Foundry Co. 


MANUFACTURES iron castings for the 
motor vehicle industry, including cylin- 
der blocks, cylinder heads and pistons. In 
recent years has developed new lines such as 
“Proferall,” a metal alloy, and the “Centrifuse” brake 
drum, manufactured in conjunction with Motor Wheel Corp. 

Experienced management including several representa- 
tives of the families which originally founded the concern 
as a partnership in 1907. 

Simplest capital structure. No bonds or preferred stock; 
343,675 shares of no par capital stock. 

Strong financial position. Net working capital as of 
December 31, 1934, $1.2 mil- 
lion; cash, $590,456. Working 
capital ratio: 6.1-to-1. Book 
value of stock $14.69 per share. 

Irregular dividend record. 
Paid $2 a share 1928-1930, in- 
clusive; $1 in 1931. Nothing 
further until May 20, 1935, 
when 20 cents per share was 
paid. 

Company sells its products 
to leading automobile manu- 
facturers, including Ford, ; 
General Motors and Chrysler. Cylinder blocks and heads 
constitute the most important part of output but newer 
lines now account for about one-fourth of total volume. 
Output consists largely of parts for original equipment; 
consequently, volume of business fluctuates in fairly close 
accord with changes in new motor vehicle production. Record 
in 1934 was adversely affected by non-recurring expenses. 

Stock must be regarded as_ speculative. Appraisal 
Rating: C. 


RECENT QUARTERLY EARNINGS PER SHARE OF CAPITAL STOCK: - 


1934 —1935— 
Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 81 June 30 Sept. 30 Dee. 31 Nar. 31 
D$0.21 $0.26 $0.18 D$0.12 $0.24 D$0.03 D$0.14 D$0.12 $0.39 
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CAMPBELL, WYANT & CANNON 


Price Range 
Oo OF a 


Earned per share 
0 


Deficit per share 


essess 


$3 
1927 1928 1929 1930 1931 1932 1933 1934 


Adjusted to 50 per cent stock 
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Interlake Iron Corporation 


ONE of the largest independent producers 
of merchant pig iron and commercial 


No. 381 coke, supplemented by sale of byproduct gas 


to utility companies. Sale of pig iron is 


main source of revenue and principal customers are 
malleable iron companies, foundries and manufacturers of 
special steels for agricultural implements, railroad equip- 
ment, automobiles and building machinery. Coke is sold in 
the industrial centers of the Great Lakes region. Other 
byproducts are ammonium sulphate and coal tar. Com- 
pany holds substantial interests in iron ore and coal 
properties, 

Management satisfactory. 

Fairly simple capital struc- 
ture. Funded debt $12.8 mil- 
lions; no preferred stock; 2 


INTERLAKE IRON 


m4 Price Ra million shares no par capital 
20 stock. 
r =] Fair financial position. Net 


s{ working capital at end of 
1934, $10 millions; cash, $808,- 

000. Working capital ratio: 
1927 1928 1929 1930 1932 1932 1933 1934 6.4-to-1. Book value of stock, 
$26.58 a share. 

Irregular dividend record. 
From $2.50 in 1929, rate de- 
clined to $1 in 1930. Nothing since 1931. 

Market for merchant pig iron is not increasing in pro- 
portion to growth of steel business, inasmuch as many of 
the larger integrated steel companies now make their own 
pig iron. Thus field for growth appears limited. 

Capital stock is essentially speculative. 

Appraisal Rating: C. 


RECENT QUARTERLY DEFICITS PER SHARE OF CAPITAL STOCK: 


Adjusted to 4-for-1  split-up 
in May, 2 


1933 - 1934 —1935— 
Mar. 31 June 30 Sept. 30 Dee. 31 Mar. 31 June 30 Sept. 30 Dee. 31 Mar. 31 
p$0.11 D$0.14 D$O.11 D$O.05 D$0.03) D$O.11 D$O.17 D$O.038 D$0.08 


J. J. Newberry Company 


OPERATES a large chain of variety 
stores distributing a general line of 
merchandise retailing in the price range of 
five cents to a dollar. Some 431 outlets com- 
prise the system, which extends from coast to coast, but is 
more heavily concentrated in the New England and Middle 
Atlantic Coast sections. 

Management has had long record of experience and is 
considered able and efficient. 

Balanced capital structure. Following funded debt re- 
tirement in May, 1935, there are outstanding $3 millions 
5-year notes; $2 million mortgages on real estate; $1 mil- 
lion subsidiary preferred; 48,141 shares 7 per cent cumula- 
tive preferred ($100 par) ; and 
580,446 shares no par com- 
mon. 106 


Strong financial position. [is 
Net working capital at end of ° 
1934, $8.2 millions; cash 


$3.7 millions. Working capital ; 
ratio: 6.0-to-1. Book value of 
common, $29.43 per share. 

Good dividend record. Com- 
pany’s payments uninter- 
rupted, but at varying rates. 
Indicated present rate, $1.60 
per share. 

Growth of chain has been at a more healthy pace and 
company seems to have avoided the difficulties of too rapid 
expansion. Competitive conditions have, however, steadily 
increased, and higher operating costs (including spread of 
discriminatory taxation) have created a problem in main- 
taining satisfactory profit margins. 

Common shares are representative of the more conserva- 
tive chain store equities. Earnings are published only once 
a year; sales volume monthly. 

Appraisal Rating of Common: B+. 


No. 382 


NEWBERRY (J.J.) 


Earned per share 


2927 1928 1929 1930 1994 1932 1933 1934 


e222 


Adjusted to 50 per cent stock 
dividend in May, 1929 


D$0.006 D$0.01 


Pierce Petroleum Corporation 
PRINCIPAL asset is 645,834 shares of 
i 


Consolidated Oil common stock, received 

1930 for its business and properties. 
‘ Balance sheet at end of 1934 showed cash 
and U. S. Treasury notes of $445,000. Treasury notes and 
Consolidated Oil stock are held in escrow as security against 
Federal tax liability on account of alleged past deficiencies 
now in dispute. 

Management is contesting Government claims and plans 
appeal to the courts. 

implest capitalization. No bonds or preferred stock; 
2.5 million no par shares capital stock. 

December 31, 1984 balance 
sheet shows no current liabili-« 
ties, and the only assets are 
those mentioned above. At 
the year end, with Consoli- 
dated Oil quoted at 8%, ins 
dicated liquidating value 
(subject to the contingent un- 
determined tax liability) was 
approximately $2.44 per share. 

Dividends of 10 cents a 
share paid in 1930 and in 
1931; none since. 

It is the intention to distribute remaining assets and 
liquidate the company after settlement of the tax matter. 
Earnings, principally dividends on Consolidated Oil stock, 
are of relatively minor importance compared with the 
possible tax liability of $3 millions. 

Stock is highly speculative. Appraisal Rating: D. 


RECENT QUARTERLY EARNINGS PER SHARE: 
dune 30) Sept. 30) Dee. 31 Mar. 31) June 80 Sept. Dee. 31 
D$0.01 D$0.01 D$O0.007 $0.07 D$O.004 $0.05 


PIERCE PETROLEUM 


Price Rai 


cit per share 


3927 1928 1929 1930 1931 1932 1933 1934 


Pierce Oil owns 44 per cent 
of outstanding stock 


Mar. 31 


United Biscuit Company of America 


ONE of the three large units in the 
domestic biscuit and cracker business. 
Products consist of about 250 kinds of crack- 
I ers, cookies, cakes and biscuits and are sold 
under the trade name “Supreme Bakers.” Operates 15 
bakeries and has numerous warehouses. 

Management has been aggressive in extending radius of 
company’s market. 

Fair capital structure. As of December 31, 1934, funded 
debt $2.9 millions (since supplanted by $5 million issue 
5% debentures, used to retire old issue and for other pur- 
poses); 13,998 shares of 7 per cent preferred ($100 par); 
459,054 shares of common 
stock (no par). 

Good financial position. Net 
working capital, December 31, Range _| 
1934, $2.2 millions; inven- 
tories, $1.6 million. Workin ; 
capital ratio: 3.5-to-1. Boo CL 
value of common, $8.04 per 4/6 
share. 

Dividends paid regularly on 
preferred since issuance in 
November, 1927. Fairly con- 
sistent record of payments on 
common. Current rate, $1.60 per share annually. 

Earnings depend on consistent high volume of sales, 
which must be obtained by intensive promotional work, in- 
cluding display, advertising and active distribution of 
products in retail grocery outlets. Rising commodity prices 
tend to cut into profit margins, particularly because prices 
of packaged crackers and biscuits are relatively fixed. 

Preferred stock is a good income producer, though callable 
at 110. Common stock affords good income, but is semi- 
speculative. Appraisal Rating of common: B. 


RECENT QUARTERLY EARNINGS PER SHARE OF COMMON: 


No. 384 


UNITED BISCUIT 


1927 1928 1929 1930 1931 1932 1933 1934 


Listed on New York Stock 
Exchange in November, 1927 


Mar. 31 June 30 Sept. 30 Dee. 31 Mar. 31 June 30 Sept. 30 Dee. 31 Mar. 31 
$0.41 $0.41 $0.59 $0.56 $0.51 $0.45 $0.51 $0.39 $0.36 


385—Affiliated Products 
386—Bullard 
387—Calumet & Hecla 


388—General Printing Ink 
389—Interstate Dept. Stores 


390—Mesta Machine 
391—Union Bag & Paper 
392—Weston Elec. Instrument 


Reprints of the first 320 “Stock Factogtaphs” will be sent with a new annual subscription for $10.50. 
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Tue Metropolitan area 
outside Chicago offers 
many fine facilities for 
the development of in- 
dustry . . . Among the 
factors which have made 
this one of the impor- 
tant manufacturing cen- 
ters of the world is the 
dependable gas and elec- 
tric service supplied at 
reasonable industrial 
rates by the 


PUBLIC SERVICE 


COMPANY 
of 
NORTHERN ILLINOIS 


Manufacturers investigating possi- 
ble new industrial sites may obtain 
complete data on Northern Illinois 
communities by writing our Indus- 
trial Development Department 


General Offices 
72 WEST ADAMS STREET 
Chicago, Illinois 


POINTS ON TRADING 


and other valuable information for in- 
vestors and traders, in our helpful 
booklet. Ask for K-6. 


Accounts carried on 
conservative margin 


(ijsHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


WE MAKE CLOTHES FOR 
DISCRIMINATING AMERICANS 
Founded 1689, in the Reign of William and Mary; 


Court. Diplomatic and Civil Tailors. he mg by ap- 
onmet to H. M. The King, and H. . The Prince 


Wales. 
EDE & RAVENSCROFT 
Chancery Lane, LONDON, W.C. 2, England 
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Or Gossip a Customers’ Man 
Hears Around Broad and Wall 


American Tel. & Tel.’s plan for an experimental television transmission line 
between New York and Philadelphia is only a hint of activities in this direction— 
its subsidiaries are said to control about a thousand patents relating to television. 

- General Motors’ designs for its 1936 Buick simulate the present LaSalle— 
when better Buicks are built, LaSalle will style them. ... Lambert has found 
out why its Pro-phy-lac-tic division’s sales are lagging behind—Japanese manu- 
facturers are delivering 15 million toothbrushes a year at 1 cent each, F.O.B. 
California. . . . Radio broadcasting gets more and more intricate with Standard 
Brands employing 100 telephone operators and 400 phones to collect votes for 
Major Bowes’ amateur hour—making the poll as fresh as the coffee? ... The 
latest in du Pont’s dictionary of tradenames is “Aridex’”—a new compound for 
imparting a water-repellent and spot-proof finish to all kinds of textiles. ... 
Arkansas Power & Light uses a “wife-saving” kitchen on wheels to demonstrate 
appliances in the back yard.... 


Six out of ten utilities now have “Better Light—Better Sight” departments — 
—and what they need is “Better Fight—Better Smite’ departments to combat 
anti-utility legislation. 


Curtiss-Wright will soon have something to say about a new baby airplane for 
small pocketbooks—instead of a wasp, it will probably be called a gnat.... 
Paramount-Publix is turning Annapolis into a miniature Hollywood to film its 
new naval academy feature—called “Annapolis Farewell,” the management hopes 
it will be a real good buy. . . . The forthcoming bond offering of Commonwealth 
Edison is being viewed as another bold challenge to investor attitude toward 
utilities as a group—if it’s generously oversubscribed, it will be regarded as a 
bullish signal. ... Worthington Pump is featuring a more economical air com- 
pressor unit for garages and service station—as it delivers “free air,” it might 
just as well be economical. . . . Continental Distilling tosses another bombshell 
into the turbulent liquor price situation with its proposal to sell a quart of 
Canadian-type whiskey for the same price as a pint of the real Canadian variety. 

. Don’t be surprised if Electric Bond & Share changes its name one of these 
days—the management doesn’t see any joke in the Electric Bond & Share-the- 
Wealth aspersions.... 


If the uptrend of stock prices continues following the change of administra- 
tion of the New York Stock Exchange, a name will be needed for the next 
few years—why not call them the “Gay Thirties’? 


U. S. Steel’s contract to provide $400 millions of group insurance for its 220,000 
employees in 67 subsidiaries is one answer to government old age plans—it’s the 
biggest policy ever written by Equitable Life, or any other American company. 
. . - Bush Terminal is being mentioned as in line for early reorganization—in 
other words the company will soon be out of the bushes. . . . Owens-Illinois Glass 
is introducing a new glass insulator with a threaded brass bushing which is locked 
into position while the glass is plastic. . . . Edison Electric Illuminating of Boston 
is the sponsor of the new “rangeless kitchen’”—Instead of a stove, each cooking 
appliance has its own heating unit. .. . American Woolen is said to be interested 
in a new process known as “frosted wool”—the method uses quick freezing to 
clean the wool fibers. . .. General Motors is boasting that the French Line’s 
new luxury liner, “Normandie,” is equipped with 56 Frigidaire electric refrigera- 
tors—this proves conclusively that some of the 50 million Frenchmen can’t be 
wrong.... 


The TVA is being called the nation’s biggest experiment in irrigation—it 
serves three states and drains 45. 


Walgreen is giving the utility companies something more to worry about with 
its experiment involving the installation of Diesel-electric power plants in large 
stores to save on electric rates. . . . The report of Wrigley’s investment holdings 
reveals that each 100 shares of the chewing gum stock has an indirect interest in 
two shares of an oil stock—the oils are Texaco, Consolidated Oil, Socony-Vacuum 
and Standard of Indiana. . . . Andis Products introduces the latest in streamlined 
high speed drink mixers which will reduce any fruit or vegetable to a liquid in 
five seconds—it is being dubbed the “tight squeezer”. ... Interests close to 
Reynolds Tobacco claim that the Camel brand is gaining sharply in competition 
with the other leaders—looks as though that “Get a Lift” campaign was to get 
it over George Washington Hill. ... And here’s a toast to the good fortune of 
the members of the Edison Electric Institute who are meéting at their annua! 
convention in Atlantic City this week: Here’s to the men of the PU, who’ve stood 
by the USA, So let’s not be too PDQ, in extending the TVA. 
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That “ Monopoly” 
Bugaboo 


TTACKS against the public utili- 
ties usually center around one 
point: Monopoly. When the poli- 
tician demands government competi- 
tion or public ownership, he points 
to “monopoly.” When rate reductions 
are demanded, again the cry “mo- 
nopoly” is raised. Actually, aside 
from the fact that they have a 
franchise right to distribute elec- 
tricity in specifically circumscribed 
areas, the electric power and light 
companies must meet definite com- 
petition. 

For lighting, the householder may 
use in lieu of electricity: gas; oil or 
candles. 

For cooking, gas, coal or wood are 
substitutes. 

For refrigeration, there are avail- 
able, ice, gas, the spring house, the 
cellar, and in the winter time the 
window ledge. 

For heating water: gas, coal, wood, 
oil. 

And industrially, there is even 
stiffer competition. There, the factor 
of convenience is not so important 
as in the household. And the elec- 
tric power company must compete 
against steam power,’ gasoline 
engines, oil engines, artificial and 
natural gas, and the water wheel. 


RATES AND THE INVESTOR 


continued from page 538 


other hand, many reductions have 
been of a character to encourage 
greater use of major appliances for 
cooking, water heating, refrigera- 
tion, and air conditioning, all of 
which are very helpful in spreading 
costs and permitting still further 
rate reductions. 

Among the recent innovations are 
the “objective” rates and other 
methods designed to lower charges 
for increased use of service. Such 
plans are sound because the benefit 
goes to those customers who take 
advantage of the lower rate for addi- 
tional demand. “Objective” rates 
were first introduced by companies 
whose major power supply was hydro 
which was not then fully utilized. 
The added cost of increased kilowatt- 
hours was negligible. Other com- 
panies having steam supply, wholly 
or primarily, have been encouraged 
by the results of the early efforts in 
this direction and in rapidly in- 
creasing numbers have been offering 
similar inducements to more liberal 
use of service. 

All available reports from these 
rate evolutions have shown such 
favorable response from customers 
as to indicate a further and per- 
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OMBINING modern efficiency with distinctive beauty, 

Pure Oil’s English cottage-type stations are sentinels of 
progress in gasoline marketing. Back of Pure Oil service 
stations is a completely integrated company with 4900 oil 
producing wells, with seven modern refineries, and a well- 
balanced transportation system. To motor- 
ists and industrial buyers throughout 32 
states, the PURE seal sign is a symbol of 
quality products and helpful service. 


THE PURE OIL COMPANY 
U. S.A. 


THE FINANCIAL NEWS 
(ESTABLISHED 1884) 


is the oldest financial and commercial daily newspaper published in Great ” 
Britain. Tobe fully acquainted with the trends of international finance and 
to be in possession of the most authoritative news and comments on British 
Finance and Industry, the regular perusal of THE FINANCIAL NEWS is 
an absolute necessity. 

THE FINANCIAL NEWS will be sent by post on pre-payment of a sub- 
scription of 20 Dollars to any address in the United States, daily for one 
year—including all Supplements and Special Numbers—post free. (Six 
months $10.) These Supplements, of which on an average six are published 
yearly, have earned for themselves a world-wide reputation. Recent num- 
bers include Gold, Silver, Palestine, Russia, Morocco, Poland. 


All subscriptions and requests for free specimen copies should be sent to 


THE FINANCIAL NEWS 


20, Bishopsgate, London, E.C. 2, England 
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Tue Metropolitan area 
outside Chicago offers 
many fine facilities for 
the development of in- 
dustry . . . Among the 
factors which have made 
this one of the impor- 
tant manufacturing cen- 
ters of the world is the 
dependable gas and elec- 
tric service supplied at 
reasonable industrial 
rates by the 


PUBLIC SERVICE 


COMPANY 
of 
NORTHERN ILLINOIS 


Manufacturers investigating possi- 
ble new industrial sites may obtain 
complete data on Northern Illinois 
communities by writing our Indus- 
trial Development Department 


General Offices 
72 WEST ADAMS STREET 
Chicago, Illinois 


POINTS ON TRADING 


and other valuable information for in- 
vestore and traders. in helpful 
Ask for K-6. 


Accounts carried on 
conservative margin 


(ijsHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


WE MAKE CLOTHES FOR 
DISCRIMINATING AMERICANS 
Founded 1689, in the Reign of William and Mary; 


Court. Diplomatic and Civil Tailors. Warrants by ap- 
eat to H. M. The King, and H. R. H. The Prince 


Wales. 
EDE & RAVENSCROFT 
Chancery Lane, LONDON, W.C. 2, England 
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Or Gossip a Customers’ Man if 
Hears Around Broad and Wall 


American Tel. & Tel.’s plan for an experimental television transmission line 
between New York and Philadelphia is only a hint of activities in this direction— 
its subsidiaries are said to control about a thousand patents relating to television. 

- General Motors’ designs for its 1936 Buick simulate the present LaSalle— 
when better Buicks are built, LaSalle will style them. ... Lambert has found 
out why its Pro-phy-lac-tic division’s sales are lagging behind—Japanese manu- 
facturers are delivering 15 million toothbrushes a year at 1 cent each, F.O.B. 
California. . . . Radio broadcasting gets more and more intricate with Standard 
Brands employing 100 telephone operators and 400 phones to collect votes for 
Major Bowes’ amateur hour—making the poll as fresh as the coffee? ... The 
latest in du Pont’s dictionary of tradenames is “Aridex’—a new ‘compound for 
imparting a water-repellent and spot-proof finish to all kinds of textiles. ... 
Arkansas Power & Light uses a “wife-saving” kitchen on wheels to demonstrate 
appliances in the back yard.... 


Six out of ten utilities now have "Better Light—Better Sight” departments — 
—and what they need is “Better Fight—Better Smite’ departments to combat 
anti-utility legislation. 


Curtiss-Wright will soon have something to say about a new baby airplane for 
small pocketbooks—instead of a wasp, it will probably be called a gnat.... 
Paramount-Publix is turning Annapolis into a miniature Hollywood to film its 
new naval academy feature—called “Annapolis Farewell,” the management hopes 
it will be a real good buy. . . . The forthcoming bond offering of Commonwealth 
Edison is being viewed as another bold challenge to investor attitude toward 
utilities as a group—if it’s generously oversubscribed, it will be regarded as a 
bullish signal. ... Worthington Pump is featuring a more economical air com- 
pressor unit for garages and service station—as it delivers “free air,” it might 
just as well be economical. . . . Continental Distilling tosses another bombshell 
into the turbulent liquor price situation with its proposal to sell a quart of 
Canadian-type whiskey for the same price as a pint of the real Canadian variety. 

. . Don’t be surprised if Electric Bond & Share changes its name one of these 
days—the management doesn’t see any joke in the Electric Bond & Share-the- 
Wealth aspersions. ... 


If the uptrend of stock prices continues following the change of administra- 
tion of the New York Stock Exchange, a name will be needed for the next 
few years—why not call them the “Gay Thirties’? 


U. S. Steel’s contract to provide $400 millions of group insurance for its 220,000 
employees in 67 subsidiaries is one answer to government old age plans—it’s the 
biggest policy ever written by Equitable Life, or any other American company. 

- Bush Terminal is being mentioned as in line for early reorganization—in 
other words the company will soon be out of the bushes. . . . Owens-Illinois Glass 
is introducing a new glass insulator with a threaded brass bushing which is locked 
into position while the glass is plastic. . . . Edison Electric Illuminating of Boston 
is the sponsor of the new “rangeless kitchen’”—Instead of a stove, each cooking 
appliance has its own heating unit. . . . American Woolen is said to be interested 
in a new process known as “frosted wool”—the method uses quick freezing to 
clean the wool fibers. . . . General Motors is boasting that the French Line’s 
new luxury liner, “Normandie,” is equipped with 56 Frigidaire electric refrigera- 
tors—this proves conclusively that some of the 50 million Frenchmen can’t be 
wrong.... 


The TVA is being called the nation’s biggest experiment in irrigation—it 
serves three states and drains 45. 


Walgreen is giving the utility seinen something more to worry about with 
its experiment involving the installation of Diesel-electric power plants in large 
stores to save on electric rates. . . . The report of Wrigley’s investment holdings 
reveals that each 100 shares of the chewing gum stock has an indirect interest in 
two shares of an oil stock—the oils are Texaco, Consolidated Oil, Socony-Vacuum 
and Standard of Indiana. . . . Andis Products introduces the latest in streamlined 
high speed drink mixers which will reduce any fruit or vegetable to a liquid in 
five seconds—it is being dubbed the “tight squeezer”. ... Interests close to 
Reynolds Tobacco claim that the Camel brand is gaining sharply in competition 
with the other leaders—looks as though that “Get a Lift” campaign was to get 
it over George Washington Hill. ... And here’s a toast to the good fortune of 
the members of the Edison Electric Institute who are meéting at their annua! 
convention in Atlantic City this week: Here’s to the men of the PU, who’ve stood 
by the USA, So let’s not be too PDQ, in extending the TVA. 
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That “ Monopoly” 
Bugaboo 


TTACKS against the public utili- 
ties usually center around one 
point: Monopoly. When the poli- 
tician demands government competi- 
tion or public ownership, he points 
to “monopoly.” When rate reductions 
are demanded, again the cry “mo- 
nopoly” is raised. Actually, aside 
from the fact that they have a 
franchise right to distribute elec- 
tricity in specifically circumscribed 
areas, the electric power and light 
companies must meet definite com- 
petition. 

For lighting, the householder may 
use in lieu of electricity: gas; oil or 
candles. 

For cooking, gas, coal or wood are 
substitutes. 

For refrigeration, there are avail- 
able, ice, gas, the spring house, the 
cellar, and in the winter time the 
window ledge. 

For heating water: gas, coal, wood, 
oil. 

And industrially, there is even 
stiffer competition. There, the factor 
of convenience is not so important 
as in the household. And the elec- 
tric power company must compete 
against steam power, gasoline 
engines, oil engines, artificial and 
natural gas, and the water wheel. 


RATES AND THE INVESTOR 


continued from page 538 


other hand, many reductions have 
been of a character to encourage 
greater use of major appliances for 
cooking, water heating, refrigera- 
tion, and air conditioning, all of 
which are very helpful in spreading 
costs and permitting still further 
rate reductions. 

Among the recent innovations are 
the “objective” rates and other 
methods designed to lower charges 
for increased use of service. Such 
plans are sound because the benefit 
goes to those customers who take 
advantage of the lower rate for addi- 
tional demand. “Objective” rates 
were first introduced by companies 
whose major power supply was hydro 
which was not then fully utilized. 
The added cost of increased kilowatt- 
hours was negligible. Other com- 
panies having steam supply, wholly 
or primarily, have been encouraged 
by the results of the early efforts in 
this direction and in. rapidly in- 
creasing numbers have been offering 
similar inducements to more liberal 
use of service. 

All available reports from these 
rate evolutions have shown such 
favorable response from customers 
as to indicate a further and per- 
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OMBINING modern efficiency with distinctive beauty, 

Pure Oil’s English cottage-type stations are sentinels of 
progress in gasoline marketing. Back of Pure Oil service 
stations is a completely integrated company with 4900 oil 
producing wells, with seven modern refineries, and a well- 
balanced transportation system. To motor- 
ists and industrial buyers throughout 32 
states, the PURE seal sign is a symbol of 
quality products and helpful service. 


THE PURE OIL COMPANY 
U. S. A. 


THE FINANCIAL NEWS 
(ESTABLISHED 1884) 


is the oldest financial and commercial daily newspaper published in Great ” 
Britain. Tobe fully acquainted with the trends of international finance and 

to be in possession of the most authoritative news and comments on British 

Finance and Industry, the regular perusal of THE FINANCIAL NEWS is 

an absolute necessity. 


THE FINANCIAL NEWS will be sent by post on pre-payment of a sub- 
scription of 20 Dollars to any address in the United States, daily for one 
year—including all Supplements and Special Numbers—post free. (Six 
months $10.) These Supplements, of which on an average six are published 
yearly, have earned for themselves a world-wide reputation. Recent num- 
bers include Gold, Silver, Palestine, Russia, Morocco, Poland. 


All subscriptions and requests for free specimen copies should be sent to 


THE FINANCIAL NEWS 


20, Bishopsgate, London, E.C. 2, England 
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Adjust Your Portfolio 
Before INFLATION 
Affects the Market 


FPORESIGHTED investors are readjusting their port- 
folios now, before inflation takes further hold of the 
market and complicates the problem. Against a favorable 
background, security prices already have been moving irregu- 
larly upward, reflecting the replacements that are being 
made in portfolios. 


But because many issues will be adversely affected by 
inflation, it is important to have your entire list of 
holdings carefully surveyed before adopting your 
inflation program. You must know, first, just what 
ones to hold—and which issues should be switched 
into investments of greater promise. 


LMOST five billion dollars will be forced into trade and 
industry over the rest of this year through the work 
relief program. Business activity is running ahead of last 
year and capital has been coming out of hiding because it 
feels that, at least, the risk of investment has been reduced 
to a normal business ratio. 


In recasting your investments and in carrying forward a 
progressive program you need the tested guidance of The 
Financial World Research Bureau, for there are fewer other 
sources of dependable information and suggestion now be- 
cause of the limitations imposed by the Securities Act. 


HATEVER your problem—income, market apprecia- 

tion, the investment of funds, or the recovery of prin- 
cipal—you will find our procedure so flexible that it can be 
adapted exactly to your needs. You merely register with 
us the complete list of your securities, with their cost, 
together with data regarding your resources, requirements 
and objectives. 


Then you follow the individually selected recommenda- 
tions as they come to you through personal, direct cor- 
respondence. There are no group advices, printed bulletins, 
or wild telegraphic “flashes,” which only concentrate orders 
and upset the equilibrium of the market. 


Lhe 
FINANCIAL WORLD 


RESEARCH BUREAU 


21 West Street New York. N.Y. 


LEASE explain (without obligation to 

me) how your personal supervisory. 
service would assist me to build up my 
capital and increase my income. I enclose 
a list of my investments, showing the num- 
ber of shares and their original cost, 


June 5 


manent use of rates of this general 
type. Basically, however, there is 
nothing new in this program. Pro- 
motional rates, which offer progres- 
sively lower rates for increased use 
have had increasing study and ap- 
plication for many years. It may 
be that the study of the effect upon 
income has been too deliberate, and 
that greater immediate sacrifice was 
warranted in the light of possible 
future advantage. Disturbance of 
existing credit of their properties is, 
however, a matter which manage- 
ments cannot lightly ignore, par- 
ticularly when additional capital is 
constantly needed for expansion and 
modernization of service. Publicly 
owned and financed enterprises are 
not subject to such _ limitations, 
simply because the patient and often 
uninformed taxpayer can be called 
on to make up deficits which may 
not be apparent from published 
statements under unstandardized ac- 
counting methods. 


Utility Recovery Retarded? 


In any event, under actual or 
threatened competition or the other- 
wise disturbing effect of apparently 
low published rates of publicly owned 
systems, the power industry has 
entered upon a program of rate re- 
ductions which involves substantial 
present curtailment of income or 
sacrifice of increases in income com- 
mensurate with the necessary in- 
crease in facilities. In the absence 
of destructive competition or equally 
disastrous Federal regulation sup- 
planting existing state regulation, 
the recovery from such losses would 


_be prompt and not seriously preju- 


dicial to continued development. Re- 
gardless of the claims of an impend- 
ing shortage in power capacity 
(advanced by the Federal. Power 
Commission but not accepted by the 
power companies), there will be need 
of very large expenditures for ex- 
pansion, which, in the absence of 
political oppression, could be made 
very helpful in bringing about 
economic recovery. The necessarily 
large investment in appliances by the 
customers is an important factor in 
the program. 

There is an unprecedented present 
need for aggressive action on the 
part of investors in utility securities 
in defense of their property rights. 
If their efforts in this direction are 
successful, there will still be need 
fo: the exercise of patience during 
the period when present and 
projected rate reductions are being 
digested and an orderly program of 
adjustment and expansion is being 
re-established, 
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Two High Yield 
Utility Preferreds 


CTION of the House Military 
Affairs Committee in shelving 
the McSwain bill to strengthen the 
powers of the Tennessee Valley 
Authority puts a new complexion on 
the preferred stocks of the Alabama 
Power Company and the Tennessee 
Electric Power Company, both Com- 
monwealth & Southern subsidiaries. 
Alabama Power and Tennessee 
Electric both operate in areas 
directly affected by the government 
“vardstick” project. The several 
months old decision of Federal 
Judge Grubb enjoining the TVA 
from selling power in competition 
with private companies was a help- 
ful factor to the companies. Then 
along came Comptroller General Mc- 
Carl to expose TVA _ accounting. 
Finally came the Committee action 
by the close vote of 13-12. 

All of which improve considerably 
the position of the senior stocks of 
Alabama Power and Tennessee Elec- 
tric. The stocks are quoted to re- 
turn about 11 per cent at current 
levels. Earnings have been covering 
fixed charges and preferred divi- 
dends by the following margins: 


Mar, 31, Mar, 31, 
5 1934 


3 Mos, to: 1935 
Alabama Power 1.09 1.04 
Tennessee Electric ...... pe 1.10 
Mar. 31, Mar. 31, 
12 Mos. to: 1935 1934 
Alabama Power ....... 1.07 1.12 
Tennessee Electric ...... 1.08 1.10 
Both companies are operating 
utilities and enjoy the strong 


financial sponsorship of Common- 
wealth & Southern, owner of all 
common stock. The dominant in- 
fluences on the price of the stocks 
have been the threat of TVA and 
political agitation. The political and 
TVA uncertainties cannot be re- 
regarded as cleared up by any means, 
but the recent trend affecting these 
two companies has been one of im- 
provement. For persons prepared to 
accept the risks of a situation closely 
tied in with U. S. power politics 
and policies, the preferred stocks of 
Alabama Power and Tennessee Elec- 
tric offer interesting possibilities 
and a high return. 


The Front Cover 


OLLOWING the custom inaugu- 

rated last year, the front cover of 
THE FINANCIAL WORLD’s annual Pub- 
lic Utility Review Number portrays 
the president of the Edison Electric 
Institute—Thomas Nesbitt McCarter. 
In public utility circles, Mr. McCarter 
is known as the president of the 
Public Service Corporation of New 
Jersey. The charcoal drawing of 
Mr. McCarter was done by Cardwell 
Spencer Higgins, well known artist 
and illustrator. 
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tility securities have shrunk $3,500,000,000 
in value since January 1, 1933, largely as 


the result of government attacks. Ail securities listed on 
the New York Stock Exchange gained $18,600,000,000 during the same 


period. 


This loss in value of utility securities is five times 
the Nation’s annual residential electric bill. 


@ The Rayburn-Wheeler Bill now 


proposes to abolish utility holding 


companies, and so complete this destruction of the savings of millions 


of investors. 


It also proposes to put local electric and gas companies 


under strangling control from Washington. This is a direct invasion 


of the rights of the States which now regulate their own utility com- 


panies with their own commissions. The threat of this bill is a definite 


brake on recovery. 


If you wish to protect your investments and your utility service, 


write your Representatives and Senators immediately and protest this 


effort to erect another costly bureaucracy on the ruins of utility com- 


panies and utility investments. Ask them to inform you promptly of 


their attitude on the bill. 


ASSOCIATED GAS & ELECTRIC SYSTEM 


...and 


and homes. 


25 Broadway 


The Electrical Industry 


| sage activity in the Electrical Industry will mean a stepping 
up of Anaconda operations throughout the United States... 
and, in turn, a helpful contribution to the general welfare. 


Anaconda activities, farflung and varied, benefit every state 
and, directly or indirectly, every industry. 

And Anaconda contributes further when the Electrical Indus- 
try expands. For Anaconda offers more than a complete line of 
electrical wires and cables and copper and copper alloys in all com- 
mercial shapes. It offers also the latest developments of experienced 
metallurgists and engineers. All to the end that further progress 
may be made in the electrification of American industries, farms 


Copper 


New York 


THIS RECORD SPEAKS FORITSELE 


TECHNIGRAPHICS was bearish on utilities from Febru- 
ary, 1934, to March 11, 1935, during which time a rep- 
resentative Utility average dropped from 30 to 15. 
Specific short sale recommendations on ‘‘G’’ and ‘‘PUB,”’ 
ete., made profits for clients. Covered short position March 
11, 1935 and advised purchases before recent sharp ad- 
vances. Copy of latest bulletin free on request with record of 
2% years’ recommendations. Write TECHNIGRAPHICS, 
Suite 1191, Board of Trade Blidg., Chicago, Illinois. 


TECHNIGRAPHICS 


This weekly bulletin tells you-- 
WHEN TO BUY 
- WHAT TO BUY 
WHEN TO SELL 

Free sample copy on request— 

or 4 weeks’ trial for $1. 
Wetsel Market Bureau, Inc. 
624A Empire State Bidg., New York 
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The only way how to for- 
ward gifts to friends and 
relatives in Germany with 
the smallest outlay in Dol- 
lars for the largest amount 
in Marks. 


Call or write for full particulars. 


GERMAN AMERICAN SECURITIES CO.. INC 


Member Board of Trade for 
German American Commerce, Inc. 


29 Broadway, New York 
Tel. WHitehall 4-7850 


ADDRESSING EQUIPMENT 


“Before you invest. investigate” 
There are only two complete mechanical Addressing Sys- 
tems manufactured and sold in the United States. Why 
buy one until you have investigated the other? Get 
details from 
THE ELLIOTT ADDRESSING MACHINE CO. 

Incorporated 1900—Rated AAAI 
137 Albany Street. Cambridge, Massachusetts 


To the Man 


‘WHO HAS NEVER 
USED CHARTS 


June 1935 Issue of “SECURITY CHARTS” 
Ready June 3rd—157 Charts for $3.00 


S A road map helps you in motoring through 


unknown country, SECURITY CHARTS— 
showing Market Action, Earnings, and Dividends 
ol! 157 leading stocks for more than a year— 
help you to invest or trade profitably. Use these 
charts to pick the up-trend stocks, and the is- 
sues with rising earnings which hold best prom- 
ise of increased or resumed dividends. Use them 
to judge which issues are under accumulation, 
which are in mark-up, distribution, or decline. 


They will help you time your commitments to 
catch the profitable swings. Send $3 for the 
Mareh issue. complete with instructions on how 
tw use the charts profitably. 

OR 


Send $7.50 for next three issues (June, 
July and August) and receive also a free 
copy of Arthur Rolland’s little book 
called “Trading Profits Through Charts” 
(regular price $1.00) thus saving $2.50. 


Book Buyers in New York City add 2 per cent 
for New York City Sales Tax. 


We Supply Any Book You Want. Send Your 
Check or Money Order With All Book Orders to: 


FINANCIAL BOOK SERVICE 
GUENTHER PUBLISHING 
CORPORATION 
21 West Street New York, N. Y. 


The American Stock Guide & Bond Handbook 
June Issue Ready to mail... .$1.00 


The American Stock Guide and 
Bond Handbook (pocket size) con- 
tains, in tabulated form for quick 
reference, a comprehensive set of 
valuable statistics on hundreds of 


securities brought up to date. 

It brings you essential information on: 
(1) All the leading stocks (arranged in 
34. «different groups— under Apparel. 
Automobiles. Auto Accessories, Aviation, 
ete.) listed on the New York Stock Ex- 
change: (2) All the leading stocks on 
the New York Curb: (3) All the leading 
stocks on Chicago Stock Exchange, also 
Boston, Montreal, Philadelphia. Los An- 
xeles and San Francisco Stock Exchanges: 
(4) New York, Boston, Chicago and 
Philadelphia Bank stocks: (5) Active 
Preferred Stocks on New York Stock Ex- 
change: (6) Leading Foreign Bonds: and 
(7) Most Active Bonds. including Indus- 
trial, Public Utility and Railroad. 

FREE! If you send your order before 
June 10th, you will also receive three 
separate’ statistical bulletins (latest 
issues), as follows: (1) Municipal Bond 
Guide, with data on about 300 Municipal 
and U. S. Government Bonds; (2) Pre- 
ferred Stock Guide, with data on 148 
leading Over-The-Counter securities; and 
(3) Bank & Insurance Stock Guide. with 
~ Og 53 Bank stocks and 64 Insurance 
stocks. 


Send Your Check or Money Order to 
Book Department 


Financial World, 71 West Street, New York, N. Y 
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AMONG THE BULLS AND BEARS 


MK The ratings used are 
from The Financial World 
Independent Appraisals. 
“Last B & B”’ refers to the 
last previous item in this 
department, 


American Can 4 A 

Commitments, last recommended 
at 120 (FW, May 1), may be re- 
tained at current prices around 125 
(yield, 3.2%). Signing of a contract 
last week with Hood & Sons, large 
Boston milk distributors, extends 
American Can’s activities in the 
paper milk container field. Company 
is already supplying about 200,000 
containers per week to Borden’s New 
Jersey dairies. The advantage of 
paper containers requiring no de- 
posit is the factor which appeals to 
the grocery stores’ and increased de- 
mand along this line is expected. 
(Factograph No. 93, Last B&B, Feb. 
37.) 


American Safety Razor 4 B+ 

Moderate holdings need not be dis- 
turbed at this time. Recent price: 
77 (indicated yield 6.5%). Improved 
trade position of the company has 
been reflected in good sales volume 
of blades, and earnings have been 
well maintained in the face of in- 
creasing operating costs. In the 
first quarter of this year, a profit of 
$1.51 per share was reported, the 
highest for that period ever reported. 
In the same 1934 three months, net 
was equal to $1.18 per share. Opera- 
tions have benefited from low cost 
inventory, but of more importance 
has been the aggressive sales cam- 
paign. (Factograph No. 297, Last 
B&B, Mar, 6.) 


Atchison 4 C+ 

Long term holdings need not be 
disturbed at current levels around 
41 (indicated yield, 4.8%). Consid- 


ering the poor crop outlook in a part: 


of the territory of this road, and the 
fact that about $200,000 was charged 
for the subsequently invalidated pen- 
sion liability, the April report of the 
Atchison, showing operating net of 
$819,000, against $726,000 last year, 
was surprisingly good. 
saved a part of the winter wheat crop 
in the area served by the system’s 
eastern divisions, and the agricul- 
tural outlook in the Pacific Coast sec- 
tion is exceptionally good. (Last 
B&B, Feb. 27, 1935.) 


Bayuk Cigar 4 B 

Holdings, last advised for reten- 
tion at 42 (B&B, Mar. 13), may be 
maintained at present prices around 
44 (cash yield, 1.1%, plus 4% in 
stock). Sales have been holding 
steady in recent months, thus main- 
taining the sharp increase in earn- 


Late rains. 


Data obtained from 
sources regarded as reliable, 
but no responsibility is 
assumed for their accuracy 
or for the opinions which 
are offered. 


ings reported last year, and profits 
for the current half-year are ex- 
pected to show a moderate increase 
over the $3.54 a share for the initial 
six months of 1934. As only 50 cents 
in cash (plus 4 per cent in stock) has 
been paid this year, it is expected 
that a further distribution will be in 
order at the directors’ meeting 
around June 21. (Factograph No. 
298.) 


Beech-Nut Packing 4 A 
Price of 84 discounts current earn- 
ings prospects but holdings may be 
retained for income (yield, 4.7%). 
In line with previous predictions 
(FW, Apr. 10), Beech-Nut declared 
an extra of 50 cents in addition to 
the regular quarterly payment of 75 
cents Jast week, both payable on July 
1. Extras thus far this year total 
$1, against 75 cents for all of last 
year. While a further earnings gain 
would probably warrant another 
extra later in the year, it appears 
doubtful at this time whether earn- 
ings will be much over $5 a share as 
compared with $4.37 for 1934. (Fac- 
tograph No. 94, Last B&B, May 1.) 


Eastman Kodak 4 A 

Holdings, last advised for income 
at 138, appear better adjusted to 
earnings prospects around 146 but 
long term holdings need not be dis- 
turbed (yield, 3.4%). ° Rumors of a 
licensing agreement with Technicolor 
were confirmed last week by Kodak 
officials. Under the plan the two 
companies will have a cross-license 
on all colored film patents. This will 
permit Technicolor to use the new 
Kodachrome process in its labora- 
tories while Eastman will have the 
advantage of certain basic patents 
used in the manufacture of 16-mm. 
colored film. (Factograph No. 5, 
Last B&B, May 8.) 


Fox Film 4 Cc 

Price around 15 discounts indi- 
cated earnings improvement and new 
purchases should be deferred. A 
merger has been arranged with 
Twentieth Century Pictures, one of 
the youngest motion picture produc- 
ers which has been closely affiliated 
with United Artists. The consolida- 
tion should be beneficial to both com- 
panies for Fox will share in the 
successful type of pictures which has 
featured Twentieth Century’s recent 
releases and the latter will use the 
Fox production, distribution and ex- 
hibition facilities. ‘(Factograph No. 
30, Last B&B, May 15.) 
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General Outdoor 4 D+ 

Better opportunities elsewhere; 
avoidance of the A, around 13, and 
the common, at 4, still advised. Busi- 
ness continues unsatisfactory, al- 
though a slightly smaller operating 
loss was sustained in the first quar- 
ter compared to the same three 
months of 1934. This was partly 
offset by ‘smaller other income, but 
through lower depreciation charges 
there was a deficit of $360,024, be- 
fore preferred dividend requirements 
in the March, 1935, quarter as 
against the loss of $635,015 in that 
period last year. (Last B&B, July 
4, 1934.) 


General Refractories 4 C+ 

Shares, around 20, are considered 
as attractive for longer term hold- 
ing. Calling of the first mortgage 
income bonds (indicated FW, Dec. 
19, ’34) paves the way for dividends 
on the common shares, which pay- 
ments were prohibited by the inden- 
ture covering the bonds. A new 
issue of $3 million 43 per cent bonds 
has been placed privately to refund 
the 6s; exercise of warrants expires 
July 8, and may lead to some selling 
in the stock by holders who do not 
wish to retain the common stock. 
Any effect would be, however, of a 
temporary nature. (Factograph No. 
333, Last B&B, May 8.) 


Great Northern, pfd. 4 C+ 


At levels around 15, the stock ap- 
pears to have interesting possibili- 


WEEKLY RECORD OF EARNINGS 


EARNED PER SHARE 
ON COMMON STOCK: 


12 Months to April 30 
1935 1934 


Eastern Utilities Associates........ $2.53 $2.86 
Kansas City Power & Light........ ps3.50 pS1.57 
2.15 2.13 

9 Months to April 30 
United Electric Coal Companies.... 0.15 nil 


4 Months to April 30 
American-Hawaiian S/S 


Hudson & Manhattan.............% nil nil 
12 Months to March 31 
Associated Gas & Electrie......... nil 
Electric Power & Light........... 71.57 $1.62 
(ieneral Gas & Electrice........... nil nil 
Virginia Public Service........... pb.70 p6.02 
3 Months to March 31 
Atlantic Gulf & West Indies....... nil pl.21 
Brunswick-Balke Collender ........ nil pv.338 
Derby Oil & Refilning............. nil ere 
(ieneral Outdoor Advertising ...... nil nil 
Pittsburgh Serew & Bolt ........ nil 0.05 
White Roek Mineral Springs...... 0.27 0.43 
12 Months to February 28 
12 Months to December 31 
1934 1933 
Rush Terminal Buildings.......... pl.35 p2.44 
Commonwealth & Southern........ p4.96 p5.48 
Mohawk Hudson Power............ p4.72 p6.97 
Oliver Farm Equipment .......... nil nil 
Warner Quinlan nil nil 
+0On combined $7 and $6 first preferred stocks,  §0n 
second preferred stock. # On first preferred stock. p On 
preferred stock. 
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ties for long term speculative hold- 
ing. The April operating statement 
showed that large increases in traffic 
have been translated into higher 
earnings since the end of the first 
quarter despite the wage advances. 
The April net operating income was 
over $1.8 million, which compares 
with $550,000 in April, 1934. Great 
Northern has been benefited this 
year by the early opening of the lake 
ore shipment season and the well 
maintained demand for iron ore, 
which is an important traffic item. 
If the recent very satisfactory earn- 
ings trend is not reversed, refunding 
of the large 1936 maturity of gen- 
eral mortgage 7s should be greatly 
facilitated. (Factograph No. 192.) 


Int’l Printing Ink 4 B 

Shares, around 28, are moderately 
valued, and longer term speculative 
holdings may be retained (yield, 


4.6%). Although sales gained around | 


10 per cent in the first quarter and 
operating income was higher, smaller 
other income and increased taxes 
more than absorbed the gain. Due to 
the leverage factor and the greater 
number of common shares, net avail- 
able for the common, after preferred 


dividend requirements, was equal to | 


49 cents a share, against 69 cents in 
the like previous three months. Fi- 
nancial position at the end of the 
quarter was strong with net working 
capital of $6.8 millions. Factograph 
No. 340, Last B&B, Oct. 3, ’34.) 


Johns-Manville 4 c+ 

Shares are not cheap, around 47, 
but longer term speculative holdings 
may be retained. Declaration of a 
25-cent dividend, the first payment 
since January, 1932, follows the in- 
dicated rate of progress which the 
company has made in the past year. 
The building industry itself con- 
tinues to show rather disappointing 
gains, but the company is developing 
its business in new fields of air con- 
ditioning aad soundproofing which 
are expected to be very profitable 
divisions as general conditions re- 


cover. (Factograph No. 10, Last 
B&B, Mar. 6.) 
Link-Belt 4 B 


Although price of 24 is high on 
earnings, stock offers long range 
potentialities (yield 2.5%). Stock- 
holders will vote June 24 on plan 
to offer preferred stockholders $60 
in cash and one new share of 5 per 
cent $60 par preferred for each pres- 
ent share of 64 per cent preferred, 
which is callable as a whole at 120. 
Plan would require expenditure of 
$2.1 millions out of cash resources 
of $7 millions and would save 
$123,000, or 18 cents per share of 
common, in annual preferred divi- 
dend requirements. The first quar- 
ter showed encouraging progress 


MAJOR ANGAS 


in his new book 


“THE BOOM BEGINS’’ 


says: 

“Those who wish to receive up to 
date analyses of short-run tech- 
nical market conditions might 
do worse than subscribe to. the 
‘Weekly Stock Market Review’ 
published by H. M. Gartley, Ine., 
whose short-run trading views (such 
as I have seen) are usually sane and 
conservative.” 


2 WEEKS FREE TRIAL 
Gartiey’s Weekly 
Stock Market Review 


A technical weekly digest and re- 
view of current market situations 
and stock price trends, compiled 
by H. M. Gartley, an outstanding 
authority on technical interpre- 
tation of stock price movements, 


H. M. GARTLEY, INC. 
76 WILLIAM STREET, NEW YORK 


STOC 

COMMODITIES 

Folder explaining margin requirements, commission 
charges and frading units furnished on request 


Cash or Margin Accounts 


Inquiries Invited 


J. A. Acosta & Co. 


Members 
New York Stock Erchange 
New York Cotton Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
and other leading exchanges 


60 Beaver St. New York 


Financing 
Mergers 
Rehabilitations 


Inquiries solicited from 
responsible sources 


D. WILLIAMS 


120 Broadway New York City 


THE NEW PRICE RANGER 
MAKE YOUR OWN CHARTS 


Use these specially designed chart blanks. 
They are particularly adaptable for the 
simplified plotting of daily stock market 
prices and volume. 

Each sheet 8% by 11 inches, sufficient for a six- 
months’ arithmetic record. Orders received before 
July 1 will receive free a chart of the course of 
business since 1900 (33 by 17 inches). 


Price: $1.00 for 25 sheets 
Send money order or check to 
EDWARD WILLMS 
130 Cedar Street, New York 


Odd Lots—100 Share Lots | 


Booklet F.W. 801 upon request 


John Muir&@ 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 
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A DEPENDABLE 


ADVERTISING SERVICE 


BANKS, FINANCIAL HOUSES AND CORPORATIONS 
Inquiries Invited 


ALBERT FRANK-GUENTHER LAW 
Incorporated 


131 Cedar Street, New York Telephone COrtlandt 7-5060 
BOSTON CHICAGO PHILADELPHIA SAN FRANCISCO 
Albert Frank-Guenther Law, Ltd., London 


FINANCIAL NOTICE 


The Colorado 
Industrial Company 


FIRST MORTGAGE FIVE PERCENT 
TWENTY-YEAR GOLD BONDS 
(Guaranteed by Colorado Fuel & Iron Co.) 


We have prepared an important OPEN 
LETTER which should be of interest to 
holders of the above bonds and other 
securities of the Colorado Fuel & Iron 
Company. 


Copies furnished on request 


INDEPENDENT PROTECTIVE COMMITTEE 


George Stillman Reith, Secretary 
25 Broad Street, New York 


DIVIDENDS 


UNION CARBIDE 
AND CARBON 
CORPORATION 


v 


A cash dividend of Forty cents 
(40c) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable July 1, 1935, 
to stockholders of record at the close 
of business June 6, 1935. 


ROBERT W. WHITE, Treasurer 


COMPANY, ‘Inc.’ 


The Board of Directors has declared 
a quarterly dividend of One Dollar 
($1.00) per share on the Common 
Stock, payable July 1, 1935, to 
stockholdersofrecord June 15, 1935. 


G.S. McCREEDY, Secretary 


NOTICE OF DIVIDEND 


A dividend of one and one-half per cent 
(1.50%) has been declared payable on the 
15th day of July, 1935, to shareholders of 
record at the close of business on the 22nd 


of June, 1935. 
F. G. WEBBER, 
Secretary. 
Montreal, May 22nd, 1935. 


E. I. DU PONT DE NEMOURS & CO. 
Wilmington, Delaware, May 20, 1935. 
The Board of Directors has this day declared 
a dividend of $0.65 per share on the outstanding 
$20 par value common stock of this Company, 
payable June 15, 1935, to stockholders of record 
at the close of business on May 29, 1935: also 
dividend of $1.50 a share on the outstanding 
debenture stock of this Company. payable on 
July 25, 1935, to stockholders of record at the 
close of business on July 10, 1935. 
W. F. RASKOB. Secretary. 


358 


| Ohio Oil 4 


with earnings of 20 cents per share 
of common, against 8 cents in the 
March quarter of 1934. 


c+ 

Improving oil outlook warrants 
retention of speculative holdings, 
around 18 (indicated yield, 3.5%). 
Sales in the first quarter were prac- 
tically unchanged from last year, but 
higher costs and larger depreciation 
and depletion charges reduced net 
around 50 per cent. It is likely, 
also, that revenues in the first three 
months of 1934 were stimulated by 
low cost inventories. On a per share 
basis, there was a deficit of 3 cents 
on the common in the March, 1935, 
quarter against the profit of 9 cents 
in the same period of last year. 
(Factograph No. 62, Last B&B, 
Apr. 10.) 


Oliver Farm Equipment 4 D 

Avoidance of both the preferred, 
around 19, and the common at 1% is 
still advised. Proposed recapitaliza- 
tion plan calls for exchange of prior 
preferred into one and one quarter 
shares of new common; for each 20 
shares of present common, there will 
be given one share of the new com- 
mon; for each 100 shares of divi- 
dend-scrip, one share of the new 
common. Preferred dividend arrears 
of $5 millions will be eliminated in 
the recapitalization; funding of bank 
debt and raising of additional work- 
ing capital will be undertaken as 
conditions permit. The terms are 
probably as_ satisfactory as_ the 
equity positions of both classes of 
stock warrant. Earnings outlook 
appears improving, but recovery will 
be tedious. (Factograph No. 84, 
Last B&B, May 8.) 


Park & Tilford 4 Cc 

Avoidance counselled at 21 (FW, 
Dec. 5, ’34) still is advised at cur- 
rent prices, around 12. In compari- 
son with the active first quarter of 
1934, earnings this year have been 
quite disappointing. For the first 
three months, net was equal to but 
10 cents per share of common, 
against 75 cents in the correspond- 
ing preceding period. The keen 
competition which exists in the in- 


dustry continues to restrict profit 
margins; relief from this condition 
can only be expected with substan- 
tially higher purchasing power which 
will greatly increase consumption. 
(Last B&B, Mar. 27.) 


St. Paul 4 D 


Neither the preferred nor common 
appear attractive; liquidation, even 
at current prices around 14 and 1, ad- 
vised. The St. Paul stocks failed to 
show much response to published re- 
ports of a tentative reorganization 
plan for this road, which is not sur- 
prising since the plan provides for 
a new preferred stock and new con- 
tingent obligations of substantial 
amounts which would rank ahead of 
the new common for which these 
issues would be exchanged. If the 
plan cannot be effected on a volun- 
tary basis, and recourse to the courts 
becomes necessary (which appears 
likely), even more drastic treatment 
might be accorded the holders of the 
present equities. 


Stone & Webster 4 Cc 

As low priced speculation in utility 
and construction fields, shares 
around 5 may be retained. Parent 
company entered black in 12 months 
ended March 31, with net income 
equal to 3 cents a share, On a con- 
solidated basis a loss was recorded, 
but deficit was less than in 12 
months ended March 31, 1934. Sub- 
stantial improvement in earnings de- 
pends on greater activity in build- 
ing and engineering projects and a 


pick-up in utility operations. (Fac- 
tograph No, 128.) 
Union Bag & Paper 4 c+ 


Medium term uncertainties dictate 
avoidance of the stock, even around 
29 (indicated yield, 6.8%). Higher 
costs are reducing profit margins, 
with earnings of $2.86 per share in 
the twelve months ended March 31, 
last. Expenses incidental to con- 
struction of new paper and bag mill 
place maintenance of indicated cur- 
rent dividend in doubt; but develop- 
ment can easily be financed if sales 
improve as company’s liquid position 
is good. (Last B&B, Apr. 24.) 


United Aircraft 4 Cc 

Stock, around 12, is rather specula- 
tive, but offers improving prospects 
which justify moderate purchases. 
Ar operating loss was sustained in 
the first quarter, with shipments 
running below normal. However, a 
sharp gain in other income, which is 
believed to have resulted from sale 
of securities, brought company into 
the black with net equal to 4 cents 
per share of stock. Comparable pre- 
vious figures are not available, On 
June 20 five of the company’s oper- 
ating subsidiaries will consider a 
merger into a _ single operating 
company. 
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NEWS BEHIND THE TICKER 


‘concluded from page 534 


tion been vulnerable. But there were 
too many sold out bulls among the 
public and floor traders alike for a 
pronounced drop immediately to de- 
velop. The Street was no little 
worried about the French crisis and 
when a prominent commission house 
which acts for interests abroad be- 
gan to sell the metal stocks heavily 
on Tuesday, professionals lightened 
up and there was a moderate increase 
in the short interest. 


ISREGARDING the old theory 

that the trend makes the news, 
and judging the market purely on 
its technical basis, the feeling seems 
to be that stocks are generally in 
strong hands and buying power is 
large. Detroit and Chicago quarters 
continued to buy heavily of the 
motors last week on the dip and in 
the packing, oil and aircrafts, the 
support was of excellent quality. 
Europe has been showing more favor 
toward the rails, too, with London 
and Amsterdam accounting for a 
goodly portion of the strength in 
Great Northern, Atchison and others 
in the early days of the week. The 
one group which appears in the most 
vulnerable position is the metals. 
There are a number of weak ac- 
counts in the silver stocks, espe- 
cially, and some indiscriminate buy- 
ing of the coppers. Professionals 
are singling out this group for short 
sales, and the action of the shares 
has been somewhat unsettling. 


ORMER friends of the utilities 

are more hopeful of moderate 
legislation after recent developments 
pertaining to the TVA. The house 
which was among the more active 
buyers of utility stocks a month or 
so ago was again furnishing the 
support for Gas, North American 
and a few holding company pre- 
ferreds last week and the most 
active floor trader also bought moder- 
ately. It is said that foreign in- 
terests were switching some holdings 
of chemical stocks into the group 
early in the week, but the business 
has been small. 


ITH most of the activity origi- 

nating on the floor, the im- 
mediate course of the market is 
almost entirely dependent upon pro- 
fessional psychology. Most of the 
large speculative positions held a few 
weeks ago have, however, been placed 
in good condition through recent 
profit taking or hedge sales, and 
while sentiment is less bullish, there 
has been little liquidation of an im- 
pressive character. Most traders 
fee? that the clue to the market’s 
course is to be found in the foreign 
monetary situation. 
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Stocks to Buy 
— Stocks to Avoid— 


MONG the many valuable new features that have been added to THE 
FINANCIAL WORLD is the department in which either a favorable or 
an unfavorable opinion is given on 20 or more important stocks each week. 
This feature is in addition to frequent publication of lists of stocks that appear 
to be outstanding values. Many enthusiastic subscribers say the department 
—“Among The Bulls and Bears,” is alone worth the price of a subscription. 


VITAL FACTS ON STOCKS 


will be found in the F. W.’s famous “Stock Factographs.” You will receive 
416 of these “Factographs” in the next 52 issues of THE FINANCIAL 
WORLD if you subscribe for ene year. Each “Factograph” gives in a boiled 
down form the really vital facts an investor should know to have an adequate 
idea of a company, its earnings, its management, etc. Each “Factograph” is 
illustrated with a chart showing annual earnings and stock prices for the past 
eight years, 


PREPARE FOR INFLATION 


HERE are growing indications of an inflation boom that should not reach 

its climax for several years. To protect yourself against the decreasing 
purchasing power of the dollar, you owe it to yourself to study and prepare. 
To keep financially posted through an unbiased source is now all important. 
For this purpose you can find nothing to surpass THE FINANCIAL WORLD 
in saving your time, effort and money. Thousands of successful investors are 
finding THE FINANCIAL WORLD indispensabk at this time. Why not 
join this select group, who depend upon us for unbiased advice and for essential 
investment facts interpreted by leading financial authorities? 


Mail This ‘Unusual Value” Coupon Before July 15th 


TeFINANCIAL WORLD 


21 West Street, New York, N. Y. 


Jn-5 


For enclosed $10 please enter my annual subscription for THE FINANCIAL WorLD each 
week, “Independent Appraisals of (1300) Listed Stocks” each month, immediate free 
advice on 20 of my securities (including suggestions for advantageous transfers) and 
the monthly privileges of your Confidential Advice Service. “5 Stocks Under 
$10," "10 Stocks With a Future,” reprints of your Inflation Analyses, Forecasts of 1935 
Dividend Changes and “Balanced Investment Programs for $3,000, $7,500 and $15,000." 


Also send me 


TWO SPECIALS WITH A YEARLY SUBSCRIPTION—You may have reprints of our 
first 320 “Stock Factographs” for 50 cents extra. 
new 256 page Bond Book. 


Or, for 50e extra you may have our 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
books, circulars, periodicals and special letters 
which we believe are of interest to our sub- 
scribers. Upon request, and without obliga- 
tion, any of the literature listed below will be 
sent free direct from the houses by whom issued. 


| To expedite handling, each mailing request | 
should be limited to a single item, plainly 
| printed together with name and address. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 21 West Street, New York, N. Y. 


MARKET ACTION—A weekly trading bulletin in which definite 
buying and selling recommendations are presented. Complete 
transactions are assured through weekly follow-up discussions 
on each commitment. 


WHY SECURITY MARKETS MUST GO FORWARD—A survey 
of the future of American Security Markets that will vitally 
interest every holder and every prospective holder of stocks. 
Send for free copy. 


FOR EVERY GRAIN TRADER—These bulletins issued by a 
middle western service, analyze the present condition in the 
grain market and forecast the future. They also include 
advice on Cotton, Stocks and Bonds. Current copy sent gratis. 


ANNUITIES EXPLAINED—One of the largest life insurance 
companies has issued a booklet which describes in simple 
language the different kinds of annuities issued by it. Ex- 
amples are included which indicate how these various forms 
of guaranteed life incomes meet the needs of men and women 
in all walks of life. 


PARTIAL PAYMENT PLAN—An old established New York 
Stock Exchange House is issuing a booklet describing their 
plan and terms for purchasing securities on the monthly 
installment plan in odd lots or full lots. 


INVESTMENT HINTS—And other valuable information on 
trading methods is contained in this 24-page booklet published 
by a well-known New York Stock Exchange firm. 


WEEKLY STOCK MARKET REVIEW—A technical weekly 
digest and review of current market situations and stock 
price trends. Compiled by an outstanding authority on tech- 
nical interpretation of stock price movements. 


A NEW LIFE INSURANCE POLICY—Enabling you to elimi- 
nate from present investments all uncertainty as to probable 
future yield. Furthermore, premiums on this new Policy are 
very low This is a real hedge for declining interest rates. 
No agent will call as this company does all its follow-up by 
direct mail. 


$6,000 to $600,000 IN A LIFETIME—By a continuous applica- 
tion of fundamental principles it has been possible in an 
investment lifetime to accomplish such a growth in capital 
without borrowing. Compiled in the largest statistical com- 
munity in America. 


ODD LOTS—A prominent firm, member of the New York Stock 
Exchange offers this valuable booklet which, besides giving 
useful trading facts, contains marginal requirements and com- 
mission charges. 


EXPLANATION OF OIL AND GAS ROYALTIES-—Is the title 
of a descriptive booklet, issued by a well-known oil royalty 
house. Sent without obligation 


ANSWERING AN IMPORTANT QUESTION—If you really 
want to know what life insurance and annuities can do for 
you, you'll appreciate the simple, untechnical answer in a 
booklet issued by one of the largest insurance companies in 
America. 


STOCKS, BONDS, COMMODITIES—Folder explaining trading 
methods, commission charges and commodity units furnished 
on request by a New York Stock Exchange firm. 


SOME FINANCIAL FACTS—A 24-page booklet containing a 
brief description of the American Telephone & Telegraph 
Company. and the organization and operations of the Bell 
System. It is illustrated throughout with maps, graphs and 
charts, and is of interest to every investor in public utility 
securities. 


HOW TO OBTAIN THE MOST MARKS FOR THE SMALLEST 
AMOUNT OF U.S. DOLLARS—Germany—a guide for tourists 
and repatriates. Special bulletin free. 


WHAT STOCKS DO LEADING AUTHORITIES FAVOR?— 
Special summary of recent advices giving the names of the 
most favored stock and the number of services recommend- 
ing them. Introductory copy free on request. 
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WEEKLY 


BUSINESS & FINANCIAL SUMMARY 


-1935 1934 
4 Weekly Trade Indicators May 25 May 18 May 26 


*Crude Oil Production (bbis.) . ... 2,605,300 2,650,300 2,492,500 
Electric Power Output (000 K.W.H.). 1,696,051 1,700,022 1,654,903 


7Steel Output (% of capacity)....... 42.3% 42.8% 56.1% 
tAutomobile Production (U.S. A.)... 100,705 89.760 76,281 
§};Wholesale Commodity Price Index. . 80.0 


May 18 May 11 May 19 


§Bank Clearings New York City..... $3,222 $3,068 $3,077 
§Bank Clearings Outside of N.Y.C... 2,240 $1,970 $1,963 
Total car loadings (numberof cars)... 583,327 575,185 612,331 
Bituminous Coal Production (tons).... 979,000 943,000 1,012,000 
Financial World Index of Indus- 
PROGUCTIOR. 61.1 60.0 62.3 


*Daily Average. t+tAs of beginning of following week. {tCram’s 
Report. §000,000 Omitted. “Journal of Commerce. 


4 Federal Reserve Reports 


MEMBER BANKS, 91 CITIES 1935 1934 
(000,000 omitted) May 22. May15 # £4xMay 23 
Loans on Securities—N.Y.C........ $1,628 $1,591 $1,644 
Loans on Sec.—Outside N.Y.C..... 1,415 1,424 1,824 
*Investments—New York City...... 1,289 1,269 1,057 
*Investments—Outside N.Y.C....... 2,342 2.325 1,933 
U.S. Gov't., securities held........ 2,430 2,430 2,430 
Total commercial loans............ 4,177 4,197 4,158 
Total net demand deposits......... 14,937 14,794 12,327 
Total time deposits................ 4,529 4,549 4,464 
Total brokers’ loans......... eae 865 826 735 
RESERVE SYSTEM 
Federal Res. Credit Outstanding. . 2,459 2,473 2,469 
Total Money in Circulation...... ne 5,481 5,494 5,316 
*Other than U.S. Govt. Securities, 
Latest Apr. May 
4 Miscellaneous Factors Figure 1935 1934 
Total U. 8S. Government Debt..... §$28,585 §$28,668 §$26,155 
Mar. Feb. Mar. 
1935 1935 1934 
tFarm Income—Total............ §$465 §$433 §$415 
Farm Income—Subsidies........ ; §49 §52 §9 
Apr. Mar. Apr. 
Building Contracts. Daily Average 1935 1935 1934 
(F. Dodge)—in millions. .... $4.78 $4.73 $5.25 
+tNew Capital Flotations.......... $21,988 $7,945 $28,240 


+Corporate new issues only; exclude refunding: 000 omitted—Comm. 
& Fin. Chronicle. {Subsidies are included in totals. §000,000 omitted. 


4 Dow-Jones Common Stock Averages, Closing Figures 


May 
22 23 24 25 27 28 
30 Industrial. 116.24 116.81 116.17 115.90 116.74 113.76 
31.16 31.20 31.67 31.65 32.00 31.44 
20 Utilities... 19.30 19.19 19.28 19.15 19.32 19.56 
DAILY VOLUME 


N. Y. S. E. 
Sales (shares) 1,150,000 1,290,000 1,180,000 490,000 820,000 2,310,000 


4 Weekly Car Loadings 
Freight car loadings reflect current sectional business conditions. 
Loadings from the 15th to the 15th give a rough indication of earnings 
for the current month. 
Week ended Same 


May 11 week Change 

EASTERN DISTRICT 1935 1933 % 
25,932 29,309 -12 
Delaware & Hudson............. 11,136 12,186 - 9 
Delaware, Lackawanna & Western. 15,317 15,076 - 2 
Norfolk & Western.............. 19,300 22,213 -13 
New York, New Haven & Hartford. 20,788 22,512 - 8 
New York Central............... 82,276 86,354 - 5 
New York, Chicago & St. Louis.... 11,205 11,829 - 5 
87,994 90,786 - 3 
7,827 8,481 - 8 
SOUTHERN DISTRICT 
Atientic Const 12,627 12,846 2 
Louisville & Nashville............ 19,838 19,939 - 1 
Seaboard Air Line............... 10,426 10,830 - 4 
Southern Ry. System............ 27,501 29,536 - 7 
NORTHWEST DISTRICT 
Chicago & Great Western........ 4.554 4,434 + 3 
Chi., Milw., St. Paul & Pacific. 22.916 22,436 + 2 
Chicago & Northwestern......... 29,598 29,400 + 1 
15,928 13,213 +21 
CENTRAL WEST DISTRICT 

Atchison, Topeka & Santa Fe..... 22,260 22,801 | — 2 
Chicago, Burlington & Quiney.... 19,194 18,900 + 2 
Chicago, Rock Island & Pacific.... 16,620 16,320 + 2 
Chicago & Eastern Illinois........ 4,028 4.099 -— 2 
Denver & Rio Grande Western ... 4,206 3.674 +14 
Southern Pacific System. ........ 29,043 27,450 + © 
SOUTHWESTERN DISTRICT 

Kansas City Southern............ 2,751 2,925 - 6 
Missouri-Kansas-Texas........... 6,273 6,698 6 
St. Louis-San Francisco.......... 9,912 9,902 ‘ota 
St. Louis-Southwestern........... 3,725 3,895 -—4 


(Compiled from Association of American Railroads figures) 
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